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there’s always a star 
at Christmas 


Somehow throughout the world at Christmas the 
hopes and the hearts of men ride high—lifted perhaps 


towards the heavens in memory of the one brightest 
star of all that blazed over Bethlehem long years ago. 
Somehow the air clears a little at Christmas. No 
matter what storms may threaten, or what thunder of 
crisis sweeps across the skies of the world, there’s 
always one clear star at Christmas. 


There are stars to be found in the sparkling eyes of 
little children, on the Christmas trees in cottage and 
mansion alike, in the heavens above, and in the hearts 
of men of good will everywhere. 


Merry Chirtstinas! 
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Sound Suggestion 


May I commend R. O. Schwartz and 
your magazine on a sound and pertinent 
article — “Insurance Policies and the 
Common Disaster Clause.” (Oct., p. 604.) 
I am an avid reader of your magazine 
and happy about the new format. I have 
often wondered why so many of us are 
chary about telling writers that we are 
helped by the many things they write 
or edit. 


Edward F. Stepp, 
Director of Tax and Business 


Insurance Studies 
Insurance Research & Review Service 
Indianapolis 


Psychology of Stock Plan 
In making the revision of my textbook 
“Psychology Applied to Life and Work,” 
I found some material published by you 
which would be very beneficial to stu- 
dents of psychology. May I have your 
permission to quote from the editorial 
entitled “Employee Stock Plan,” in the 
January 1947 issue? 
H. W. Hepner, 
Professor of Psychology 
Syracuse Univ. 


Correction 


Sometime between the reading of the 
proof and the printing of the letter on 
mutual investment fund costs from Dud- 
ley F. Cates (Nov. T&E, p. 688) a line 
of type dropped out. The last sentence of 
the next-to-last paragraph should have 
read: 


“Whereas the Investment Company 
Act of 1940 does not permit Funds so 
controlled to incur sales or promotion 
expenses (nor any sales load be added to 
the cost of shares), other Funds do not 
incur these expenses either, the whole 
cost being borne by the wholesale dis- 
tributors.” (new matter in italics). 


A A A 


Merry Christmas and many Happy, 
Prosperous New Years 
—From the T&E staff 
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ONE hundred and twenty-seven years 
ago, by special act of the legislature, the first 
trust powers ever given in the United States 
to any corporation were granted to City Bank 
Farmers Trust Company. 
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EDITORIAL... 


he 
Modern 
Money 


Changers 


O absorbed have the politicians and pressure groups 

been in providing or getting increased wages, bonuses 
or pensions that dangerously little attention has been given, 
or action taken with respect to, the value of the dollar in 
which all these “benefits” are expressed. On the contrary, 
the federal deficit, in a year of almost peak “prosperity, 
adds further fuel to the inflation pressures. In advancing 
special or group interests, we have failed to protect the 
basic and common interest of the consumer: the cost of 
living has increased more than 50% over prewar levels. 


We have further failed to keep faith with investors. Our 
citizens hold, directly or beneficially, over $170 billion of 
federal securities alone, including some $56 billion of sav- 
ings bonds. The purchasing power of this investment in their 
government has suffered a one-third cut in the past eight 
years. The same is true of investors in other bonds. Like- 
wise, the purchasing power of the millions of people de- 
pendent on social security and private pensions has been 
radically reduced. 

As long as the government, or industry, increases the 
money supply in excess of the production of wealth, addi- 
tional dilution is in prospect for all consumers’ dollars. Yet 
the only cure for deficits proposed by the President has been 
higher taxes, which simply withdraw purchasing power 
from individuals and give it to government officials and 
bureaus. The Secretary of the Treasury—official guardian 


| of the people’s money including social-security and other 


trust funds—apparently bespeaks the Administration policy 


| of deficit operation in recent remarks that: “The general 


Sangh ARI NE ARMENIAN SY Ae nen 
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economic welfare of the country should be the guiding 
principle in determining for any given period whether the 
Federal budget should be balanced, should show a surplus. 
or should show a deficit, and in determining the size of 
anv surplus or deficit.” 

Seventeen years ago it was politically popular to demand 
that “the money changers be driven from their temples.” 
Since then, with monetary controls in the hands of the 
government, the purchasing power of the consumer’s dollar 
has declined from 102.5¢ to 59c. That is money-changing 
on a large scale. Government also acts as money-changer 
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“T hate to be associated with a pressure group, but what can you do?” 


Copyright 1949, Cartoons-of-the-Month 


by taxation. Since 1932 the federal treasury has collected 
internal revenue alone totalling over $300 billion. On the 
receiving end of this change of money ownership are about 
fifteen million people who get regular checks from Wash- 
ington. 

Realizing the makings of what economists call “creeping 
inflation” in recurring large deficits and payments which 
are not related to productivity, foresighted bankers are 
taking the initiative in warning their fellow citizens of the 
cost side of easy money and national give-away programs. 
That should be the role of every banker for, like all trustees, 
they have a duty to protect the dollar on which we all live 
and do business. Inflation of the dollar, whether a pre- 
meditated policy or simply the result of political Santa 
Clausism, constitutes a dereliction of duty and a breach 
of contract for which the government will be held account- 
able, as the modern money-changers in the temples of power. 


A A A 


Why Work in a Bank? 


INCE the days of the goldsmiths, when only the most 

skilled and honest were permitted to obtain employment 
in that guild, and subsequently to guard and then loan the 
deposits that others gave into their care, the honor of work- 
ing in a “bank” has been considered among the highest. The 
Shylocks have been so few as to be notorious, and history 
records far more instances of the constructive leadership of 
bankers in financing the exploration of America, the develop- 
ment of its resources and the employment of millions who 
sought the right to work out their own destinies in a free 
land. Bankers have had a hand in advancing every great 
venture in America from the founding of Jamestown in 
1620 to the providing of money for the victory of World 
War II and the rehabilitation of post-war industry to 
provide the highest living standard known in the world at 
the middle of the 20th century. 


Anyone who has worked in a clerical capacity in a bank 
knows that there have been times of doubt. Back in the ’20s 
it was enough to say one worked for a bank to gain the 
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respect of friends and neighbors. In the ’30s the idol was 
knocked off his pedestal (perhaps because he had posed 
too much as an idol), but a good bank employee was still 
on the payroll! 

Now, in the late "40s the bank employee wonders if he 
is doing the intelligent thing. He reads about those who 
get more pay for doing less work, and naturally he begins 
to take stock. The white collar did get a bit soiled when 
everyone was trying to blame his troubles on someone else, 
and the politicians valiantly offered Wall Street as the 
scapegoat. But the fact remains that there is no more hon- 
orable, no more potentially useful, and no more secure posi- 
tion than that of an efficient bank employee. 


In case there are some who have not taken the trouble 
to add up their own assets and liabilities, and to appraise 
banking as a career in which they can find pride, opportun- 
ity and security, here is a graphic illustration of the ad- 
vantages as presented in the company magazine of the 
Mercantile National Bank at Dallas: 












mercantile Board of Directors hos 
bones to om 
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Businessmen’s Risk 
and Trust Investment 


GREAT many more people would probably be doing 

business with trust departments if they did not suffer 
from two popular delusions which few fiduciaries have yet 
taken much pains to correct. 

First is the prevalent belief that putting funds in a liv- 
ing trust is like putting them in “cold storage’”—that the 
trustee invests it all in low-yield bonds, primarily govern- 
ments. This practice would have a limited appeal, especially 
with dollars depreciating, and most prospects feel that it 
would not justify the payment of a fee. They are unaware 
that the percentage of trust funds invested in stocks is about 
25 per cent in national banks and considerably higher in 
some states like Massachusetts and Ohio, where the figure 
is about 50%. 

Second is the delusion that a trust agreement is a for- 
midable formality that ties up funds at a time when the 
donor is still active in building his estates or would like 
to have some fun with the money he has made. These unsold 
prospects fail to realize that there are usually two major 
purposes of money: to provide financial protection, and to 
afford pleasure. 

Illustrative of ways a trust company can serve both pur- 
poses is the case of a Maryland businessman, still at the 
peak of earning capacity, who asked a trust company to 
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take over some $200,000 of his liquid assets and invest them 
in what he called “businessmen’s risks.” The trust officer 
refused to under-take the speculations this would have en- 
tailed. But he did a better service by getting the prospect to 
recognize the two aforementioned objectives. The trust offi- 
cer suggested splitting the $200,000 into two parts, one of 
$150,000 in a living trust with well-thought-out purposes, 
and under proper trust investment authority, and the other 
of $50,000 with which the customer can play to his heart’s 
content, knowing that he has a solid nest-egg. 


Many men who have accumulated a substantial estate 
have done so by taking a long chance and, while still active 
in business, they have only a partial interest in the “here- 
after.” Getting them to appreciate the dual role which 
their investments can and should serve is a worthwhile and 
much-needed trust promotion job. It makes sense to suggest 
that a man who has accumulated a sizeable estate take im- 
mediate steps to provide a conservatively managed fund for 
his retirement and his dependents, and use only the excess 
to “take a flyer.” 
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Corporate Management Costs 


HERE there is smoke in the eyes of stockholders, 

caused by inadequacy of information about his com- 
pany or by a feeling that management is thinking more of 
its own welfare than that of the stockholders, there is liable 
to be fire. In fact, agitations at several recent annual meet- 
ings seem to indicate a growing discontent with the man- 
agement of a few companies. This feeling, and the resultant 
publicity, unfortunately casts its shadow over the innocent 
as well. 

There is no recognized yardstick for executive compensa- 
tion, and comparisons with profits, payrolls or sales are 
more misleading than helpful. Nevertheless, six-figure sal- 
aries sound fantastic to most people, particularly to em- 
ployees and stockholders whose dividend has been passed 
or cut. It is being seriously questioned why top officials 
should be immune to reductions to which stockholders and 
payroll are liable, or more pointedly, why management 
should vote itself, in even the relatively few cases, large 
pensions or profit bonuses or raises. With the caution that 
literal or direct comparisons are dangerous, it is still inter- 
esting to note the great variations that appear between dif- 
ferent companies as to executive pay. In some companies 
during 1948 the officer compensation totals more than the 
dividends paid, while in others it averages under 2% of 
such distributions. This may understandably be due to 
temporary causes, but the stockholder reaction is not likely 
to be flattering when the management has concurrently in- 
creased its officer payroll. Eyebrows also rise when a com- 
pany which has continued to fail to pay any dividends pays 
a half million dollars to management. 

If such great corporations as Standard Oil of New Jersey, 
United Fruit, American Radiator and U. S. Steel can per- 
form their miracles of production and pay stockholders 
from 35 to 60 times as much as the amount paid for man- 
agement, why should others consistently show a manage- 
ment cost of a fifth to a third or even more of the total 
compensation to the providers of the company’s capital. 
This is a matter of interest to fiduciaries as a factor in se- 
curity analysis and in their capacity as representatives of 
the interests of beneficiaries. 
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AFTER 
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Through three and even four 
generations, many families have 
appointed Fidelity to handle the 
details of estate management. On 

the basis of this experience, 

you may confidently 
recommend Fidelity whenever 


trust services in Philadelphia are needed. 


Listen to Fidelity’s ““MGM Theatre of the Air” 
every Sunday afternoon—4:30 WFIL 


FIDELITY-PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 


Member Federal Deposit Insurance Corporation @ Member Federal Reserve System 
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HE terrific impetus toward pension 

and profit-sharing plans furnished 
by the recent steel decision seems to 
point to larger and larger funds of this 
character being placed with corporate 
trustees and creates a new responsibility 
for the trust business, William P. Wise- 
man, president of the Corporate Fiduci- 
aries Association of Chicago, told the 
opening session of the 18th Mid-Conti- 
nent Trust Conference of the Trust Divi- 
sion, American Bankers Association, at 
the Drake Hotel in Chicago on Decem- 
ber Ist. Greeting the trustmen for the 
local Corporate Fiduciaries Association, 
official host for the Conference, Mr. 
Wiseman, who is vice president and 
trust officer of the Chicago Title and 
Trust Co., said: “These plans affect 
the welfare of a large cross section of 
people, many of whom have had little 
experience with corporate trustees. Cor- 
porate fiduciaries are accepting a very 
real responsibility when they hold them- 
selves out to furnish this type of service. 


“Due to a combination of circum- 
stances, the trend is toward smaller 
estates,” Mr. Wiseman continued. “We 
should make trust services available to 
a larger segment of our communities. 
The growing tendency to develop the 
Common Trust Fund indicates not only 
an alertness to this community need, 
but also a desire to meet it on a practi- 
cal basis.” 


Turning Savings Into Productivity 


In his first address as Trust Division 
President, John W. Remington asserted 
that trust service performs an essential 
service in turning savings into the pro- 
ductive new capital required by the 
capitalistic system. “Investments must be 
made in order to put savings effectively 
into productivity,” continued Mr. Rem- 
ington who is vice president and trust 
officer of the Lincoln Rochester (N.Y.) 
Trust Co. “Deposits in savings banks 
and other financial institutions permit 
investment in government and munici- 
pal bonds, mortgages, and in the obli- 
gations of corporate enterprises. But 
many individuals desire to make in- 
vestments in broader fields and in a 
manner that looks forward to a program 
which can protect dependents. Trustee- 
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Broader Trust Service 


MID-CONTINENT TRUST CONFERENCE HIGHLIGHTS 


ship has proven itself worthy and the 
best way to give protection, at a mod- 
erate cost, in carrying out the desires 
of the creator or conservator of wealth.” 


Referring to the popular wartime ex- 
pression VIP, Mr. Remington declared 
that “the ‘very important persons’ to a 
trust institution are our customers, 
young and old, and those outside the 
trust field with whom we have close 
relationships as we seek to develop the 
interests and solve the problems of our 
trust customers.” 


Seven-Point Profit Program 


A seven-point program to guarantee 
profitable trust operations was suggested 
by Robert A. Wilson, vice president 
of The Pennsylvania Company for Bank- 
ing and Trusts, Philadelphia, and chair- 
man of the Trust Division’s Committee 
on Costs and Charges. Stating that “only 
a profitable trust department can be 
strong, and only a strong department 
can be a shining example of American 
enterprise at its best,” Mr. Wilson out- 
lined his program as follows: 


1. Eliminate the performance of free 
services to the fullest extent pos- 
sible. 

Adopt the recommended cost ac- 
counting procedure of his Com- 
mittee which calls for determining 
the net earnings of the trust de- 
partment as a whole, as well as net 
earnings for each division. 


3. Adopt the Committee’s recom- 
mended system for determining 
the cost of handling each individ- 
ual trust account. 


No 


4. Reject non-profitable trust busi- 
ness and adopt a sound policy of 
discussing trust costs in a frank 
manner with potential customers, 
co-trustees, and beneficiaries. 


5. Make a compensation charge 
against charitable, educational, re- 
ligious, and other similar institu- 
tions sufficient to cover costs and 
allow for some margin of profit. 
This type of account is likely to 
be more costly to handle than reg- 
ular accounts. 

6. Adopt adequate‘ compensation 
schedules for usual services and 





specify what services will be re- 
garded as unusual and therefore 
call for additional compensation. 


~) 


. Do not reduce compensation pay- 
able to the trust institution by di- 
viding such compensation with in- 
dividual co-fiduciaries, especially 
in small and medium-sized ac- 
counts. Whenever possible, com- 
pensation payable to individual co. 
fiduciaries should be in addition to 
that paid to the trust institution. 








“In spite of a background of educa- 
tion, encouragement, and even of criti- 
cism, the majority of trust departments 
in this country still operate at a loss,” 
Mr. Wilson continued. “There is good 
reason to believe that only one out of 
four departments actually makes a 
profit. 












“Present existing trust accounts can 
be placed on a profitable basis. Most 
persons are reasonable, with a sense of 
personal pride that prompts them to 
agree with adequate fees to the fiduci- 
ary. My experience has been that in 
most cases, if they are properly pre- 
sented in an unhurried manner involy- 
ing two or three round table interviews 
with the interested parties, a satisfactory 
increased fee can be obtained,” Mr. 
Wilson concluded. 
















Mr. Wilson devoted the major portion 
of his address to an explanation of the 
use of the Trust Division’s excellent new 
handbook on cost analysis. 










Testing Personnel Aptitudes 





“In an effort to solve the problems of 
higher operating costs as they are re: 
lated to personnel administration, the 
American Bankers Association is en- 
gaged in a long range program of pri- 
mary research in personnel psychology 
and testing,” said William Powers, 
deputy manager of the A.B.A. and di- 
rector of Customer and Personnel Re: 
lations. “In this program we are apply: 
ing the techniques of testing for apti 
tudes and skills which have been de 
veloped over the past twenty years it 
industry and in education, in order t0 
come up with a series of practical tests 
that can be applied in the banking busi 
ness. 
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“The results of this program will not 


~ be known for at least two years as our 


work is being organized in a series of 
seminars in personnel psychology and 
testing which will be conducted in all 
sections of the country. Material from 
these seminars will be evaluated and 
will be boiled down into a series of 
tests. Testing is not the entire answer 
when it comes to selecting and placing 
bank employees; it is another tool to 
supplement such important procedures 
as interviewing, job evaluating, merit 
rating, training, and recording,” Mr. 
Powers remarked. 

“The personnel administration pro- 
gram is of increasing importance be- 
cause a bank draws its top executives 
in most cases from its own employees. 
Bankers must have a wide diversity of 
skills and interests. Even in small banks 
there is a tendency for individual mem- 
bers of the staff to specialize on one or 
more phases. If at the outset we can 
staff these departmentalized activities 
with men and women who have apti- 
tudes for the kind of work they will 
do, we can develop skills through train- 
ing and education that will insure the 
highest possible quality of officer mate- 
rial,” Mr. Powers asserted. 


Our Mistakes Abroad 


“Whether we like it or not, we shall 
be compelled to participate more and 
more in world affairs. We have become 
the heirs of the British in the sense 
that, while during most of the nineteenth 
century they exercised a kind of hege- 
mony in world affairs, we shall do so 
in this century and possibly for many 
centuries,” according to Walter Lich- 
tenstein, former vice president of the 
First National Bank of Chicago. 

America’s deficiency in trained re- 
sponsible officials for administrative 
posts in other countries is shown, he 
said, by the tendency of our representa- 
tives to conclude, from the fact that 
certain institutions in our country oper- 
ated successfully, thanks to our histori- 
cal development, our traditions, and 
our geographical situation, therefore 
they should be introduced everywhere 
regardless of difference in usages, cus- 
toms, and economic environment. 


“Most of the mistakes we made in 
Germany were due not to ill will or 
lack of native intelligence on the part 
of the responsible officials, but to a 
lack of familiarity with historical de- 
velopments and political affairs outside 
our own boundaries. Not only as re- 
gards banking, but in many other re- 
spects I consider our policy in Germany 
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to have often been vacillating and self- 
contradictory. 


“Just now, the preoccupation of many 
of those interested in _ international 
affairs is with the devaluation of cur- 
rencies and its consequences. As a medi- 
cine intended to cure the ills of the 
world economy, devaluation is much 
like quinine for a patient with a high 
fever. It would reduce the fever—the 
symptom of the disease—but ordinarily 
had no effect upon the disease itself. No 
amount of currency manipulation will 
enable Great Britain to maintain in an 
acceptable manner her present popula- 
tion. I do not believe that moderniza- 
tion of her industrial equipment will 
solve the British problem. I even ques- 
tion whether in many instances it 
would pay Great Britain to install the 
type of machinery in use in this country. 
Mass production as practiced in this 
country presupposes large markets such 
as are furnished by our unrivaled great 
domestic free-trade area. 

“Also, it is just as difficult, if not 
more so, to obtain equity capital in 
Great Britain as it is in this country. 
And, finally, there isn’t even any great 
inducement in many instances for the 
British manufacturer to undertake im- 
provements on a large scale: the sterling 
area and other soft-money countries will 
take about all Great Britain produces, 





so after all, the manufacturer receives 
only sterling for his goods in any event,” 
Mr. Lichtenstein observed. 


Financing Our National Trusteeships 


The war has left the United States a 
heritage of trusteeships as real and as 
pressing as any created by legal docu- 
ments, according to W. Randolph Bur- 
gess, chairman of the City Bank Farm- 
ers Trust Co., New York City. We have 
a responsibility for keeping world peace; 
even our own preservation rests on our 
continuing military strength, Mr. Bur- 
gess continued. 

Through the Marshall Plan we have 
recognized a related responsibility for 
European recovery as a means of build- 
ing Europe’s resistance to the forces of 
Communism both within and without. 
Thus far it is succeeding in its great 
objective. Our men who fought in World 
War II are another trust. They have 
earned the gratitude of their country. 
These three trusteeships have one com- 
mon characteristic: they are expensive 
and are a major cause today of an un- 
balanced Federal budget, and tax rates 
which are hard to bear. 


There are twin threats to our way of 
life, Mr. Burgess observed. One of them 
is totalitarianism, which has destroyed 
individual freedom in many countries. 


(Continued on page 808) 
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16th New England 


Trust Conference 


As this issue was going to press, the 
sixteenth New England Trust Confer- 
ence was being held at the Parker 
House in Boston on December 2nd. 
Professor Austin W. Scott of Harvard 
Law School spoke on “The Fiduciary 
Principle.” The administration of estates 
in New York and Massachusetts was 
contrasted by P. E. Godridge, trust offi- 
cer of Bankers Trust Co., New York. 
“Management of Fiduciary Funds in an 
Inflationary Period” was the subject 
of the address by Dr. Clarence W. Fack- 
ler, assistant dean of the Graduate 
School of Business Administration of 
New York University. 

Following a social hour in the late 
afternoon, the delegates dined in the 
Roof Ballroom where they heard Dr. 
Bruce C. Hopper, of Harvard’s Depart- 
ment of Government, discuss the Ameri- 
can strategy with respect to Russia. 

The Conference is sponsored by the 
Corporate Fiduciaries Association of 
Boston whose president is Edward F. 
MacNichol, vice president and secre- 
tary of Fiduciary Trust Co. 


A A A 


Texas Trust Conference 


The difficulty of conserving wealth 
today at once an opportunity for those 
engaged in the trust business and im- 
poses a heavy responsibility on them, 
Merle E. Selecman, secretary of the 


American Bankers Association and 
deputy manager in charge of its Trust 
Division, told the trust section of the 
Texas Bankers Association, at its 28th 
annual meeting in Galveston, November 
18-19. “As I travel about the country,” 
Mr. Selecman said, “almost universally, 
people tell me that the trust business is a 
technical, complicated, and _ legalistic, 
and they don’t know much about it. Let 
us see if we can’t simplify our business 
by trisecting it into simple parts: (1) 
getting the business, (2) giving good 
service, and (3) gaining a fair profit. 
1. “Today, there are more people with 
more wealth than ever before in the 
history of this country. This is our large 
undeveloped market for the trust busi- 
ness. By every available means we must 
let the public know we have a service 
they need; by all kinds of advertising 
and public relations work; by personal 
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contacts; by cooperation with attorneys 
and life underwriters. 


2. “Trust institutions present them- 
selves to the public as being competent 
in fiduciary matters and more experi- 
enced than most individuals. By giving 
good service, we must justify this repu- 
tation or get out of business. We must 
work diligently to improve our service. 
Personnel is the most important single 
ingredient in our business. It means 
careful selection, adequate training and 
suitable reward by salary, vacations, 
pensions, insurance, and recognition. 

3. “If it is not earning a fair profit, 
no trust department can or should ex- 
ist indefinitely. Your customers will 
question the quality of your manage- 
ment, if you are not making the reason- 
able profit they expect any successful 
business to make. You cannot attract 
and keep the quality of personnel you 
need if your earnings do not enable you 
to pay the salaries which good personnel 
deserves. If you do not make a fair 
profit, you will not have the support and 
confidence of your stockholders, direc- 
tors, and top bank management.” 


Other highlights of the program in- 
cluded discussions on trust fees, by 
George P. Ridgway, assistant trust ofh- 
cer, First National Bank, Dallas; House 
Bill 155, by John H. Crooker, Jr., Hous- 
ton attorney; currency devaluation, by 
Arthur A. Smith of Southern Methodist 
Univ.; taxes, by Marvin K. Collie, Hous- 
ton attorney; and a forum on current 
trust questions, by the Administrative 
Committee of the Trust Section. 


Charles W. Hamilton, vice president 
and trust officer of the National Bank of 
Commerce at Houston, was named chair- 
man of the Committee. Mr. Hamilton 
succeeds T. W. Lain, vice president and 
trust officer of the Hutchings-Sealy Na- 
tional Bank of Galveston. Clarence 
Sample, vice president and trust officer 
of the Mercantile National Bank at Dal- 
las, was elected committee member. 

The group voted to meet in San An- 


tonio next year. 
A A A 


Regulations Analyzed 


The new Treasury Regulations were 
discussed at the November meeting of 
the Fort Worth Trust Council, by J. 
Paul Jackson, partner in the Dallas law 
firm of Roberston, Jackson, Payne & 
Lancaster. 


Pennsylvania Trust Meet 


The 23rd Mid-Year Conference of the 
Trust Section, Pennsylvania Bankers As. 
sociation, was held in Harrisburg on 
December 2nd, under the chairmanship 
of R. W. Steber, trust officer of the 
Warren Bank & Trust Co. The meeting 
was devoted largely to committee re. 
ports. 


There were two principal addresses, 
one on will drafting, by Chas. F. C. 
Arensberg of the Pittsburgh Bar; the 
other on effects of currency devalua. 
tion, by Clay J. Anderson, financial 
economist of the Federal Reserve Bank, 
Philadelphia. 

A summary of the Conference pro- 
ceedings will be reported in the next 
issue. 


A A A 


Virginia Trustmen Meet 


The fifth annual meeting of trustmen 
in Virginia was held at Richmond on 
November 16. The program included the 
following subjects: 

“Policies, Practices and Problems of 
Investing Trust Funds in discretionary 
accounts or under Prudent Man Rule, 
including formulas for proper balance 
of common stocks’”—Robert H. Daniel, 
vice president, First National Exchange 
Bank, Roanoke, discussion leader. 


“Management of businesses in estate 
settlement and trust administration, 
practical problems in holding stock in 
close corporations and interests in small 
businesses’ —Homan W. Walsh, vice 
president, Peoples National Bank, Char- 
lottesville, and L. B. Gunn, vice president 
and trust officer, State-Planters Bank and 
Trust Co., Richmond. 

“Estate settlement, pattern or pro- 
gram in liquidating assets to provide 
funds for estimated taxes, cash bequests, 
administration expenses, etc.,”—A. L. 
McCardell, vice president and trust off 
cer, Seaboard Citizens National Bank, 
Norfolk. 

At the luncheon, E. F. MacDonald, 
Industrial Economist of the Federal Re- 
serve Bank of Richmond, discussed the 
current situation and outlook. In the 
afternoon, Edwin R. MacKethan, vice 
president and trust officer, National 
Bank of Commerce, Norfolk and R. L. 
Gordon, Jr., trust officer, First and 
Merchants National Bank, Richmond, 
discussed estate planning, the marital 
deduction and other tax problems. 

J. H. Baskerville, vice president of 
First and Merchants National Bank. 1s 
chairman of the Committee on Trusts. 
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Family Estate Plan for 
Bank of America Staff 


A new profit-sharing bonus plan for 
employees of the Bank of America, a 
plan which combines all of the bank’s 
benefit plans in one, has been approved 
by the board of directors, according to 
L. M. Giannini, president. It will be 
known as the Bankamerican Family 
Estate plan and is to become effective 
January 1, 1950. 


A percentage of the bank’s net profits 
before taxes is to be paid into a fund 
which will provide for the costs of all 
bank-provided benefit funds such as 
group insurance, hospital and surgical 
benefits and sickness compensation, and 
for most of the premiums on retirement 
plan benefits. By eliminating paycheck 
deductions for such benefits the plan will 
result immediately in higher paychecks 
for all employees, regardless of length 
of service. For employees with more 
than five years of service the remainder 
of the fund will be devoted to creating 
individual employee income-producing 
estates to provide substantial additional 
income after retirement. 


This plan is not a non-contributory 
one, Mr. Giannini pointed out, and is 
therefore of interest in today’s discus- 
sion of pension plans. It is directly re- 
lated to the profit-producing efforts of 
staff members. If such efforts fail to 
produce sufficient funds, he said, the em- 
ployees will be called upon to resume 
paying directly for their benefits. On 
the other hand, any increased profits 
they produce are shared, thus providing 
employees with incentive for extra effort 
in building the institution and their in- 
dividual estates. 


A A A 


Continuing a Business 
J. Blake Lowe addressed the Albu- 


querque Estate Planners group on the 
subject “Some Problems of Continuing 
a Man’s Business after his Death,” at a 
dinner meeting of the group on October 
28. Following the address Mr. Lowe, 
who is vice president of the Equitable 
Trust Co. of Baltimore, author, editor 
and member of the tax firm of Lowe and 
McKenney, led a round table discussion 
on insurance and estate planning prob- 
lems. The meeting, which was attended 
by 55 trust officers, attorneys, account- 
ants and insurance underwriters of Al- 
buquerque and Santa Fe, was presided 
over by J. L. Threadgill, trust officer of 
the First National Bank in Albuquerque 
and Chairman of the Estate Planners. 
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Seal to be used in commemorating 
50th anniversary of American In- 
stitute of Banking 


Closing an Estate Plan 


The December meeting of the Phila- 
delphia Life Insurance and Trust Coun- 
cil featured a closing interview in an 
Estate Planning case through a realistic 
reproduction of the actual conference be- 
tween the property owner, attorney, 
trustman and underwriter. These indi- 
viduals were portrayed, respectively, by: 
H. Tatnall Brown, Jr., of Girard Trust 
Co.; John W. Bodine, of Drinker, Biddle 
& Reath; Bruce D. Smith, of Fidelity- 
Philadelphia Trust Co.; and William T. 
Fleming, of Phoenix Mutual Life In- 
surance Co. 

A A A 


Trust Funds Rise 


Personal trust funds administered by 
Illinois state banks and trust companies 
as of December 31, 1948, aggregated 
$1,629,276,279, according to the forth- 
coming report of Auditor of Public Ac- 
counts Benejamin O. Cooper. This rep- 
resents a slight increase over the previ- 
ous year’s figure of $1,597,127,701. 


In Ohio, A. C. Krug, first deputy 
superintendent of the Division of Banks, 
reports that as of June 30, 1949, trust 
companies held $1,165,978,833 in per- 
sonal trust funds, compared with the 
almost identical total of $1,165,201,676 
on December 31, 1947. It is noteworthy 
that the proportion of funds invested in 
stocks now exceeds that in bonds, the 
former accounting for $529,639,978 and 
the latter $523,822,677, a shift of ap- 
proximately eight million. 


a. & & 
D. C. Fiduciaries Meet 


Gilbert T. Stephenson, director of the 
trust research department of the Gradu- 
ate School of Banking, was the guest 
speaker at the November 16th meeting 
of the Fiduciaries Section of the Dis- 
trict of Columbia Bankers Association. 


Pennsylvania Tax Institute 


The third annual Pennsylvania Tax 
Institute was held in Philadelphia from 
December 5 to 8. Sponsored by a num- 
ber of trust, bar and other groups as 
well as two local law schools, the Insti- 
tute presented a lineup of experts on 
corporate, estate, income and gift taxes. 
W. Curtis Drake, assistant trust tax offi- 
cer of Provident Trust Co., is executive 
director of the Institute. 

A A A 


Outlook Favorable 


The economic outlook for the first 
half of 1950 is “distinctly favorable,” 
according to Dr. Harold G. Moulton, 
president of the Brookings Institute. 
While there will be business depressions 
in the future, they will be less severe 
and of shorter duration than those of 
the past. “The belief appears to be 
growing in business circles that we may 
escape more or less indefinitely a severe 
business debacle. This is helpful, pro- 
viding sentiment does not swing to the 
opposite extreme and assume that the 
blue sky is always the only limit.” 

A A A 


Heads Wisconsin Fiduciaries 


Sherburn M. Dreissen, assistant vice 
president and assistant trust officer of 
Marshall & Ilsley Bank, Milwaukee, was 
elected president of the Corporate Fidu- 
ciaries Association of Wisconsin. Clar- 
ence Lambrecht, who is vice president 
and trust officer of the First National 
Bank in Oshkosh, was named vice presi- 
dent, and Leo Anderson, of the First 
National Bank of Janesville, was chosen 
secretary-treasurer. 

Ap Be & 


Estate Tax Planning 


The November meeting of the Mil- 
waukee Life Insurance and Trust Coun- 
cil was addressed by George Spohn, 
member of the local law firm of Lecher, 
Michael, Spohn, Best and Friederick. 
Mr. Spohn’s topic was “Estate Planning 
from the Tax Standpoint.” 

A A A 


Trust Department Earnings 


Operating earnings of trust deposits 
of insured commercial banks totalled 
$156,678,000 during 1948, according 
to the report of the FDIC. This figure 
represented an increase of approximately 
56% over the 1942 sum of $100,652,- 
000. In the same period, total operating 
earnings for all insured banks (includ- 
ing those without trust departments) | 
almost doubled from $1,790,692,000 to 
$3,403,586,000. 
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ONTRARY to the belief of a major- 
ity of American people, the big in- 
dustries of the United States are not 
owned mainly by a handful of the ultra- 
wealthy, nor is the control in the hands 
of a few individuals. Rather, there are 
far more stockholders with ten or twenty 
shares each than there are those hold- 
ing over a hundred shares. A survey of 
the 254 companies with assets of over 
$100,000,000 each, and all listed on the 
securities exchanges—where any invest- 
or can buy their shares—provides new 
and factual information which refutes 
prevalent delusions about who owns Big 
Business and benefits from its dividends. 


Estimates of the number of stock- 
holders in American industry have 
varied from a few million to 14 million 
or more. Earlier stock ownership surveys 
by Trusts AND EsTATEs have indicated 
figures much closer to the higher esti- 
mate.! This new study on a broader base, 
in which earlier findings are integrated 
with new data, supports earlier conclu- 
sions: the 254 companies, with aggre- 
gate assets of over $92,917,000,000, re- 
port their ownership to be in the hands 
of more than 10,517,000 stockholders,” 
of whom some 8,413,600, or 80% are 
individuals and 20% group or institu- 
tional holders. 


Millions of Small Holders 
Obviously, some of the 10,000,000 


stockholders in the 254 companies are 
holders in one company. 
Even a generous guess, however, at the 
percentage of such duplication would 
still leave the direct benefits of stock 


more than 


1Who Owns Big Business? TRUSTS AND ESTATES 
for July 1948, April and October 1949. 


2A recent survey sponsored by the Board of Gov- 
ernors of the Federal Reserve System arrived at 
the conclusion that approimately 4,000,000 spend- 
ing units (families) about 8% of the total, owned 
stock in corporations. Evidence is clear that in 
some families more than one individual is a stock- 
holder: the current TRUSTS AND ESTATES survey 
indicates that 45% of all individual holders are wo- 
men; housewives have been recorded as high as 
24% of individual stockholders; it is common 
knowledge that minors often are stockholders 
through gift or inheritance. The Board recognizes 
that “Survey findings yield information which ap- 
proximates the true order of the magnitude of 
data, but does not produce exact values.” 





WHO OWNS BIG BUSINESS? 


ANALYSIS OF STOCKHOLDINGS IN LARGEST CORPORATIONS 


PART 4: 254 COMPANIES 


ownership reaching into an astrono- 
mical number of American homes. (Cal- 
culations designed to show stock owner- 
ship in profitable companies having as- 
sets of $99 million and lower would in- 
crease the number to a size impossible 
to estimate.) The fair profits of these 
companies are distributed not only to 
the holders of large blocks of stock, but 
among the millions of small investors 
and those whose incomes are derived 
from small trust funds. Benefits of stock 
ownership are further channelled 
through thousands of schools, hospitals, 
churches, insurance companies and a 
wide variety of charitable organizations 
throughout the country. 


Basis of Survey 


In making this survey the criteria 
were: minimum size of company and 
feasibility of securing adequate data 
for analysis. Industries included are 
public utilities, transportation, manufac- 
turing, merchantile and some companies 
that do not fit readily into either specific 
grouping. Data were secured from three 
sources: replies to questions addressed 
directly to the companies, annual re- 
ports, and standard financial sources. 
While some companies were unable to 
supply complete information, the com- 
panies that cooperated fully and the 
sources examined provided such body 
of data as to make the findings conclu- 
sive. Included are 120 manufacturing 
companies, 64 utilities, 42 transportation 
companies, and 28 merchantile and mis- 
cellaneous corporations. Subsidiary com- 
panies are not included, the study being 
confined to independent operating com- 
panies and parent or holding corpora- 
tions in order to avoid duplications. 


On the whole, stockholders outnum- 
ber employees by 8 to 5 in the 205 com- 
panies that reported both: 8,770,421 
stockholders, 5,862,262 employees. In 
the 16 transportation companies that 
supplied both figures the number of 
stockholders and employees were about 
the same. Nineteen merchantile and mis- 
cellaneous companies reported 464,983 


stockholders and 574,083 employees, the 
only grouping in which there was an 
appreciably larger number of employees 
than stockholders. The 170 manufactur. 
ing companies and utilities corporations 
for which data were available, showed 
7,760,001 stockholders and 4.722.859 
employees. In manufacturing companies 
employees are outnumbered stockholders 
by almost 40%, while in the 50 utili- 
ties reporting both figures there are more 
than 6 stockholders to 1 employee. 














Employees Also Owners 





While data for analysis of employee 
stock ownership was impossible to secure 
on a broad base, 16 companies with 
707,687 common stockholders and 790,- 
000 employees reported that 30,033 of 
the employees are stockholders owning 
an average of 8% of the companies for 
which they work. Highest employee own- 
ership by employees was 18% of the 
common shares reported by a company 
having 25,000 employees. Though not 
representing direct employee ownership, 
one company reported that the largest 
single holder of its common stock was 
the employee profit-sharing and pension 
fund, which owned 19% of the common 
stock and had some 96,000 employees 
included in the fund benefits A break- 
down of this company’s stock ownership 
condensed by The Exchange shows: 

Of the 23,646,513 shares outstanding, 

6,057,972, or 25.6% were held by present 

and former employees and their families. 

Registered in the names of individuals 

were 10,587,877 shares held by 74,533 in- 

vestors; also 728,847 shares owned by 

9,474 persons in joint tenancy accounts. 

About 3,700,000 additional shares were in 

the names of nominees, trust accounts 

holding 1,889,034 shares with 10,986 per- 
sons having an interest in them. Universi- 

ties, colleges and schools numbering 246 

held 223,185 shares, and 103 hospitals 

owned 45,956 shares, while 237,185 shares 
were held by 287 charitable institutions. 

Some of the other principal holders, ex- 

cepting individuals were: 
























7,198 Trusts and trustees .. 1,968,186 shs 
149 Insurance companies 350,618 shs 
13. _—s Investment trusts —. 283,432 shs 
ms Gee 40,690 shs 
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Of all stockholders, women comprised 
43.1%, holding 5,530,619 shares. Men 
constituted 36.6%, having 5,057,258 shares, 
and joint tenancy—1l0.1%—brought the 
personal share ownership up to 89.9% 
as respects the number of stockholders, 
and 47.9% of the number of shares. The 
remaining 52.1% of the outstanding shares 
was held in 9,527 accounts, these repre- 
senting 10.2% of the total number of 
stockholders. 

The 156 companies that reported both 
common and preferred stock had an 
aggregate of 8,671,568 stockholders of 
whom 7,572,304 owned common stock, 
and 1,099,264 owned preferred, giving 
a ratio of more than 7 to 1. Of these 
companies 45 provided figures giving 
the duplication of holders of both types, 
which showed an aggregate of 96,354 
duplicate holders or an average of about 
6% who owned both types. Such dupli- 
cation, however, may be tempered by 
the number of joint accounts in which 
husband and wife, usually, are reported 
together as a single owner. These joint 
accounts are shown among the individ- 
ual holders and, in fact, account for be- 
tween 6° and 10% of reported indi- 
viduals, 


Number of Holders Varies Widely 


Interesting and significant is the fact 
that in only 41 of the companies studied 
are there fewer than 10,000 stockhold- 
ers, while 17 companies report more 
than 100,000. The largest number shown 
for any company was above 700,000 
holders, the smallest under 200. Average 
number of holders reported is 34,458. 
The average largest individual holding 
was 2.6% of outstanding stock. 


12 60 YEARS AND OVER 
OF SERVICE 
50 50-59 YEARS 
322 40-49 YEARS 
903 30-39 YEARS 
2243 20-29 YEARS 
6334 10-19 YEARS 
22% 
1 TO 10 SHARES 
45 
24,025 11 TO 30 SHARES 
COMMON . 
21 
STOCKHOLDERS =, 16 100 SHARES 


12% 
OVER 100 SHARES 





A company shows employee service and stockholders by shares held 


The broad base of industry’s owner- 
ship is indicated by the large number 
of owners of small lots of stock. These 
are the people who have put up a few 
hundred or thousand dollars which when 
gathered together keep industry running. 
Their dollars are their votes in favor of 
the system, votes that yield a reasonable 
return. Analysis of 99 companies whose 
records showed the breakdown disclose 
that 74% of their stockholders own 100 
shares or less. These holders number 
3,892,016 and their holdings run from 
1% to 81° of all the common stocks 
of the 99 companies, with the average 
at 22%. An example of this kind of 
small lot ownership is that of the com- 
pany that reported assets of over a bil- 
lion dollars, with more than 60,000 
stockholders, 80% of whom own fewer 
than 50 shares each. Among manufac- 








TABLE I 


NuMBER OF STOCKHOLDERS AND SHARES OWNED 
By NuMERICAL SHARE GROUPS 


FROM: 1 to 9 shares 
10 to > a ere oS eee eee ee 
25 to 49” 
50 to 99 ” 


TOTAL 1 to 99 
100 to 499 ” 


500 to 999 
1,000 to 4,999 ” 
5,000 to 9,999 ” 


10,000 to 19,999 ” 
20,000 and over ” 


Total 
Profit sharing 


Grand Total 














No. of Per Per 
Stockholders Cent Shares Cent 
4,394 4.7 24,437 i 
ero sv 18,540 19.8 301,158 1.3 
19,373 20.8 671,932 2.8 
16,791 17.9 1,066,329 4.5 
59,098 63.2 2,063,856 8.7 
29,673 317 5,533,958 23.4 
2,498 2.7 1,713,474 7.2 
1,939 21 3,095,656 13.1 
157 a 1,071,013 4.5 
92 a 1,267,592 5.4 
ee ad 76 A 4,491,313 19.0 
93,533 100.0 19,236,862 81.3 
a —- 4,409,651 18.7 
93,534 100.0 23,646,513 100.0 


NOTE: Stockholders with less than 1,000 shares held 58 per cent of total shares outstanding. 
*Comprises 95,900 stockholders with average holdings of 45 shares each. 
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turing companies, ownership of 100 
shares or less accounted for about 25% 
of all common stock; in transportation, 
utilities, merchandising and miscellane- 
ous companies, this figure is 21%. A 
good example of stockholder classifica- 
tion by size of holdings for one of the 
companies is given in Table I. 


Most Are Individuals 


Data were secured from 101 com- 
panies on the number of individual as 
differentiated from other stockholders. 
These companies with 5,015,154 total, 
showed 4,559,503 individual stock own- 
ers—-men, women and joint accounts— 
and 455,651 other stockholders—for the 
most part institutional and fiduciary. 
For these companies 80% of all holders 
are individuals owning some 58% of 
the common stock, and 20% institutional 
or group owners with 42% ownership. 
Ownership by individuals in the 101 
companies that supplied the figure, 
ranged from a high of 89% of the com- 
mon stock to a low of 20%. In 63 of the 
101 companies individuals own 50% or 
more of the common stock. In 13 of 
these companies individuals show up as 
owning 60% or more. 

That ownership of American industry 
has been spread through larger numbers 
of the public in the last 20 years has 
been demonstrated by many company 
records, This increased participation by 
more and more people in business is 
doubtless due in no small measure to 
the increased savings of people with 
moderate means who have _ invested 
their funds in income producing equities 
or, indirectly, through banks, trusts, in- 
surance and investment companies. The 
effect of this wide investment is, of 
course, two-fold: It gives a very broad 
cross-section of American people a con- 


(Continued on page 812) 
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The Case Against 


Estate Tax Increases 


N his Midyear Economic Report to 

Congress, dated July 11, 1949, Presi- 
dent Truman made the following state- 
ment about estate and gift taxes: 


“Under present conditions, immediate 
tax increases should be limited to raising 
estate and gift tax rates and closing the 
loopholes in their administration, so as at 
least to restore the revenue from this 
source lost under the Revenue Act of 


1948.” 

On July 13, 1949, Representative Aime 
J. Forand, of Rhode Island, a member 
of the Ways and Means Committee, in- 
troduced a bill to which he referred as 
follows: 


“I have today introduced a bill incorpo- 
rating the recommendations made by the 
President in his midyear economic report 
relative to taxes. I have gone somewhat 
beyond the President’s recommendations 
to carry out what I believe to be a fair 
readjustment of the tax situation. 

“Approximately an additional $250,000,- 
000 to $275,000,000 would be derived by 
reducing estate-tax exemptions from $60,- 
000 to $30,000, gift-tax exemptions from 
$30,000 to $15,000, and the annual gift- 
tax exclusion per donee from $3,000 to 
$1,500; and from ‘closing the loopholes in 
administration’ of the esiate and gift taxes, 
as proposed by the President. 

“Even with the changes made by my 
bill, estate- and gift-tax payers still would 
be subject to a far smaller net increase 
in prewar tax burden than that borne by 
income- and excise-tax payers.” 


Inconceivable Loss of Revenue 


President Truman said in his veto 
message relating to the Revenue Act 
of 1948: 


“In the case of the estate and gift taxes, 
nearly all of the $250,000,000 annual re- 
duction would go to only about 12,000 of 
the most wealthy families. The discovery 
that it is possible to make very substantial 
savings in the gift and estate taxes by 
dividing a family’s wealth between husband 
and wife has brought forth much ingeni- 
ous argument to the effect that the provi- 
sions in this bill are needed to equalize 
the application of these taxes in commun- 
ity-property and common-law States. In 
fact, this equalization was in all essential 
respects achieved by legislation enacted by 
the Congress in 1942.” 


Of course, at the time of the passage 
of the Revenue Act of 1948 over the 
President’s veto, there had been some 
rough estimates made as to the amount 
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of annual revenue that would be lost 
by the changes in the estate and gift 
tax provisions of the law. It seems in- 
conceivable, however, that these changes 
could have caused a loss of $250,000,000 
or that they would have related solely 
to “about 12,000 of the most wealthy 
families.” 

The total number of estate returns 
for the fiscal year 1948 was 25,493, 
reported officially, and these related, of 
course, to estates of all sizes from the 
exempted figure of $60,000 to the larg- 
est estates returned for that period. It 
is conceivable that the new proposals 
might add an annual $250,000,000 from 
this source. Actually, estate and gift tax 
collections increased $120,000,000 in 
the fiscal year 1948 over 1947. 


The word “loophole” has become a 
common propaganda word of disapprov- 
al used by the Internal Revenue admini- 
strators to characterize legislative 
changes they do not like. The word 
ought to mean routes of avoidance 
growing out of mistakes in legislation 
or decisions by judicial bodies giving 
legislative language a meaning that was 
not intended. It can hardly be said that 
the provisions of the Revenue Act of 
1948 affecting estate and gift taxes pro- 
duced “loopholes.” 


As a matter of fact, it was a very 
deliberate and carefully thought out act 
to change the impact of these taxes pro- 
duced by the inequalities of the Revenue 
Act of 1942. It attempted to reach a 
fair adjustment of inequalities between 
residents of the community property 
states and the common law states. 

The Forand bill was referred to the 
Committee on Ways and Means but so 
far as I know no action has been taken 
regarding it, so that it will go over 


until after the January recess of this 
Congress. 


Increases Unjustified 


In my opinion, no action should be 
taken at that time to increase the im- 
pact of estate and gift taxes, whether 
through changes in the rate structure or 
by way of exemptions. 


On October 4, 1943, the Secretary 
of the Treasury appeared before the 
Ways and Means Committee with pro- 
posals to decrease the now existing 
estate tax exemption and to increase 
the present high estate and gift tax rates. 
In making this request, he said that 
estate tax rates had not kept pace with 
the increase in the income tax rates. 
The Treasury then recommended that 
the then existing estate tax exemption 
of $60,000 be reduced to $40,000 and 
that the minimum estate tax rate of 
3% on the first $5,000 be raised to 5%. 
It also recommended that the maximum 
of 77% on the excess over $10,000,000 
be changed to 80% on the excess over 


$1,500,000. 


At that time a study of the British 
and Canadian death tax impacts with 
comparable United States situations dis- 
closed that existing United States death 
taxes were nearly approximate those 
of Great Britain and Canada but that 
the Treasury proposals far exceeded the 
effect of either the British or Canadian 
taxes. The Ways and Means Committee 
refused to make the requested changes 
and the only substantial changes in the 
tax that have occurred since then are 
those produced by the Revenue Act of 
1948. 


The Forand bill and the President’s 
proposals violate all sound principles of 
death taxation. Professor Taussig, in 
commenting upon death duties, lays 
down the following principle, recognized 
by other sound economists: 

“Inheritance taxes are not equal in 
their effects—that is, do not bear equally 
on all the taxpayers—unless they are main- 
tained at the same rates for a long period. 
Given time enough, all estates must run 
the gauntlet. But if the rates are changed 
at short intervals some successions’ will 
pay at one rate while others of precisely 
the same amount and kind will pay at a 
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different rate. Hence this form of taxa- 
tion, unlike the taxation of incomes, should 
not be resorted to in order to meet vary- 
ing financial needs.” (F. W. Taussig— 
“Principles of Economics” 4th Ed., Ch. 70.) 


Fortuitous Death 


Some twenty years ago, with the co- 
operation of the Treasury Department 
and various state governments, there 
was formed a National Committee on 
Inheritance Taxation, of which the 
writer was a member. After several years 
of study, this Committee concluded that 
the total burden of death duties, both 
Federal and State, should in no case 
exceed 15% of any estate and it con- 
cluded further that— 

“if uniformity and equality as between 
individual taxpayers, prime requisites of 
any just tax, are to be obtained in inheri- 
tance taxation, the laws and rates must 
be stabilized and placed on a more perma- 
nent basis. So long as the laws and rates 
are changed with the varied moods of 
legislative bodies, inequalities and injus- 
tice will prevail.” 

If Congress, in 1943, had increased 
the estate tax rates, it would have magni- 
fied the Federal record of instability and 
unfairness. Five changes in estate tax 
rates had been made in the eleven years 
prior to that time. Equality among in- 
dividual taxpayers was impossible since 
it made the amount of contribution de- 
pend entirely upon the fortuitous time 
of death. The following table shows the 
amount of Federal estate tax on an 
estate of $200,000, depending on the 
date of death: 


1926 _......... $ 1,500 
1933 9,500 
1935 12,800 
1937 19,800 
1940 21,600 
1941 38,700 


Under the rates proposed in 1943, 
this estate would have had to pay $51,- 
150. That proposed increase alone was 
about equal to the Federal tax on such 
an estate a few years prior. The then 
proposed increased tax would have been 
3,300% of the total tax in 1925. Cer- 
tainly these six persons faced unstable 
rates, a deterrent to effort and accumu- 
lation. If these six persons each had 
owned a $200,000 interest in the same 
business, the disruptive effect of an un- 
stable estate tax, wholly apart from 
other taxes, must be evident. 


Rate Stability Desirable 


In 1943, the Treasury proposed an 
increase in yield in the estate tax of 
72%, which was a greater percentage 
of increased yield than about 35% pro- 
posed for the individual income tax. Ob- 
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viously there was an attempt to consider 
both the estate tax and the income tax 
as adjustable to revenue needs. This is 
unsound. The income tax occurs at a 
regular interval, once a year. The rates 
of such tax may naturally be determined 
by a consideration of the tax base and 
the amount of revenue to be raised. 
Rates will normally be subject to fre- 
quent change in harmony with changed 
and unforeseen conditions. In such 
cases there is no long-range inequality 
among taxpayers produced by such 
changes in rates. 

On the other hand, the estate tax 
occurs only once so far as the taxpayer 
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The new 1949-50 Montgomery tax annuals alert you 
to all changes that have taken place during the year. 


Montgomery’s 1949-50 FEDERAL TAXES— 


Estates, Trusts & Gifts 


Here is a complete summation of new developments 
that affect the particular estate situation. Everything 
you need for planning, final check-up, and filing of 
returns is brought to you in one handy volume. 


Estates, Trusts and Gifts organizes and presents in 





is concerned and the time of its impact 
is unpredictable even from the stand- 
point of the Government. There is no 
direct relation between the needs of the 
Government and the estate tax rates for 
the reason that there is no predictable 
tax base. Citizens die without regard to 
the needs of the Government and deaths 
are not subject to the control of the 
tax collector. Obviously, therefore, the 
estate tax by its very nature is not 
adaptable for use as a flexible base to 
accomplish elasticity in the tax system. 
Neither is the gift tax, which serves to 
police the estate tax. Other forms of 
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These timely volumes cover the full range of ques- 
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under successive tax laws since 1917. 
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One volume, over one thousand pages. 
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alysis; recommendations. For any business, of any size 
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BOUT 35,000 women have already 

attended the series of lectures on 
investing that Merrill Lynch, Pierce, 
Fenner & Beane, security and commodity 
brokers, gave in more than 50 cities 
this year. In every city the attendance 
has exceeded expectations. 

In San Francisco, where the firm’s 
manager, Ferdinand C. Smith, origin- 
ated these Forums, they anticipated a 
class of 50 or so. More than 500 women 
attended and 250 had to be turned away. 
In Washington, D. C., a single insertion 
of a modest ad brought, within twenty- 
four hours, enough replies to fill the 600- 
capacity auditorium at American Uni- 
versity. In Detroit arrangements were 
made for 70 but 200 showed up, and so 


on across the nation. 


Women are eager to learn about in- 
vesting. They want to know more about 
this stock and bond business. 

And why shouldn’t they be eager? 
The hand that rocks the cradle also has 
a firm grip on the country’s pocketbook. 
Today women hold more shares of U. S. 
Steel, General Motors, American Tel. & 
Tel.—more shares in hundreds of cor- 
porations—than do men. Seventy per 


cent of the nation’s stockholders are 


women, and, what is more, they own or 





Finance Fascinates Females 


FORUMS ATTRACT CAPACITY AUDIENCES 





are beneficiaries of 75 per cent of all 
the outstanding shares. 


Not So Helpless 


Finance may have been man’s prov- 
ince from the day that Darius the Great 
had his image imprinted upon a piece 
of gold and called it money. In the past 
wealthy women may have depended 
upon men for financial advice. But 
today’s woman does not intend to be so 
helpless. Already she does most of the 
spending, manages most household bud- 
gets. Today’s woman is unsure only 
about money in the field that man has, 
so far, kept her from exploring—invest- 
ing. 

And, since investing cannot be consid- 
ered separate from other money prob- 
lems—since, in fact, it is a fundamental 
part of the management of one’s person- 
al finances—women had better learn 
the principles of sound investing for the 
good of all us men. 

The idea of encouraging women to 
take a more active interest in finance 
was kicked around by the top partners 
of Merrill Lynch for several years, but 
no one ever came up with a plan that 
was thought practical. 

Ferdinand C. Smith, partner-manager 









of the firm’s San Francisco office finally 
decided on a tentative first step last 
February 18. He put a small ad in the 
San Francisco and Oakland newspapers 
headed “To Women Who'd Like to 
Know More about Investments.” The ad. 
vertisement outlined the content of a 
lecture course, made it plain that the 
talks were free, but asked those planning 
to attend to write or call for registration 
cards. 













Sell-Out from the First 





On February 19 Smith wrote the 
Merrill Lynch Home Office in New 
York: “We have already received ap- 
plications from 20 women. This is most 
encouraging.” 







Here are some excerpts from wires he 
sent to New York during the next four 
days: “At 10:30 this AM we have 
received total applications our school 
for women—45.” Then “Registration 
now up to 95.” And: “Total applications 
this morning 126—am beginning to lose 
my nerve.” Next: “Applications received 
for school now 235—this means we'll 
have to engage a larger auditorium 
which seats approximately 500.” And 
finally: “Have been forced to cut off 
taking any more applications in school 
for women, total now approximately 400 
and expect a good many to show up with- 
out formality of making any application. 
















Smith was a better prophet than he 
knew. Tuesday afternoon, March lst, 
the ladies ganged up in the street out- 
side the Women’s City Club, crowded 
through the doors as if gold earrings or 
free nylons were being passed out in- 
side. Finally the first lecture got under 
way with 563 women packed in a hall 
with normal capacity of 500. 












Mr. Smith welcomed the group and 
warned them that this course would not 
make them wizards of finance: “If we 
succeed in our objective of simplifying 
matters for you, enabling you to dissect 
a financial statement intelligently for its 
strengths and weaknesses, how to budget 
your income, where to go for informa: 
tion and facts, how to use and under- 
stand the financial pages of the news- 
papers, we will have been of service: 
and certainly, you should find out from 
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this course what not to do in investing 
or speculating.” 

Mr. Smith was followed by two of his 
Account Executives, T. R. Seton and 
David Rowland. Seton spoke on “Bud- 
geting your Assets” while Rowland 
talked about investment objectives. 


Topics of Talks 


At the second meeting held the fol- 
lowing Tuesday afternoon, T. S. Peter- 
sen, president of Standard Oil Company 
of California, spoke on “How the Cor- 
poration Looks at the Stockholder,” 
while Seton and Rowland spoke on the 
fundamentals of corporation finance. 
Seton and Rowland, in fact, carried 
most of the speaking load throughout 
the course. Mr. Smith chose them, not 
only because they were experienced Ac- 
count Executives with a sound knowl- 
edge of investment principles, but also 
because they both had poise and top- 
notch public speaking ability. 

Laurence Tharp, trust vice-president 
of the Anglo-California National Bank 
and William Hale, executive vice-presi- 
dent of the American Trust Company 
spoke at later sessions on “Planning for 
the Future” and “Money in the Bank.” 
Two movies, “Money at Work” (New 
York Stock Exchange film) and “That 
Money Problem” (a Merrill Lynch pro- 
duction) plus visits to the San Francisco 
Stock Exchange and to the local Merrill 
Lynch office, gave the class a change 
of pace—a sort of Financial Sightseeing. 


Interest in the course increased as it 
progressed. Those who attended the ini- 
tial lecture returned for subsequent lec- 
tures, and the publicity given each meet- 
ing brought additional inquiries to the 
firm’s office. 


Because of the astounding success of 
the course at San Francisco, it was de- 
cided to give similar courses in other 
cities. Detroit was the first office to climb 
on the bandwagon, then St. Petersburg, 
Canton, Los Angeles and St. Louis, until, 
by June, Merrill Lynch had _ given 
courses in the fundamentals of investing 
to 20,000 women in 42 cities. (Attend- 
ance at fall courses already started 
brings the total to about 30,000 and the 


number of cities to more than 50.) 


The type of women who attended 
didn’t differ much from city to city: 
there were all types at all meetings, 
but the most of the pupils were house- 
wives. In Washington, for example, 
where the wives of doctors and Air Force 
officers formed a sizeable part of the 
class of 600, there were also 80 secre- 
taries, 11 lawyers and 7 economists. 
There were women doctors, accountants, 
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“Don’t forget your securities — they are 
perishable” 


bank employees. There was a physicist, 
a governor's wife, one beauty salon op- 
erator, a unjon representative, and a 
lady who looked no different from the 
rest but who identified herself as a 
secret service agent. There were only 
20 unemployed widows. 


Adaptable to All Cities 


This fall our Home Office has sug- 
gested that each manager of its 98 
offices hold an investment course. If the 
manager has already held one this year 
he is expected either to run an advanced 
course or start another elementary 
course for those who couldn’t be ac- 
commodated at the first. San Francisco 
began its third elementary course this 
September. 


To lighten the load that giving these 
courses puts on already heavily-laden 
managers, the Home Office sends them 
as much pre-fabricated material as pos- 
sible, including forms for press releases 
to announce new courses and to give 
highlights of each session. The speeches 
given in the original course at San 
Francisco were added to, revised and 
sent out the 97 other offices. Merrill 
Lynch’s standard literature was, of 
course, already available: “How to In- 
vest,” a 32-page booklet on the funda- 
mentals and mechanics of investing. 
“How to Read a Financial Report,” an- 
other 32-page booklet explaining report 
terminology (both written in clear, easy- 
reading English, and illustrated with 
marginal cartoon characters) a leaflet on 
“What Everybody Ought to Know about 
this Stock and Bond Business,” the 
Security and Industry Survey, a 48-page 
booklet that describes investment trends 
and developments industry by industry, 
and thirty-page illustrated industry an- 
alyses (Utilities, Automobiles, Airlines, 
etc.). Other teaching aids, such as easel 


charts, the managers arrange for them- 
selves. 

In telling other offices how to conduct 
an investment course for women, the 
Home Office does not advise many 
changes from the procedure used by 
Ferdinand Smith in the original. 

The following is a typical program 
of the course “YouR INVESTMENT AND 
You,” given once a week for a period 
of eight weeks: 

Ist Meeting—Why Invest? 

Budgeting your assets 

Your investment objectives 

How investment makes your way of 

life secure 
2nd Meeting—Where Does 
Money Go? 

What is a corporation 

What are stocks and bonds 

What is the difference between divi- 

dends and interest 

What is meant by “yield” 


3rd Meeting— 


Invested 


“How your attitude toward investing 
affects the American Standard of 
living”—round-table discussion by 
financial writers of San Francisco. 

4th Meeting — Planning Your Invest- 
ments. 

How to select securities to meet your 
needs 

How securities are bought and sold 

How to read the financial page 

Sth Meeting— 

Visit to 
change; 

Talk by President of the Exchange 

6th Meeting—‘Planning for the Future” 
—Discussion of Estate Planning. 


7th Meeting—Addresses. 
“What to Do About Taxes” 
“Money in the Bank” 

8th Meeting— 


Visit to a typical investment firm for 
behind-the-scenes view of its opera- 
tions. 


San Francisco Stock Ex- 


Organizing the Program 


The first precaution that anyone giv- 
ing such a course should take, is to 
know how many people are going to 
attend. Whatever system he uses he 
must be sure that.those who apply but 
can’t he accommodated are notified in 
a way that will not leave them feeling 
slighted. For a series of lectures it is 
best to give class members a “season” 
pass rather than a number of tickets 
each good for one session. And man- 
agers should not expect the attendance 
to drop off as the sessions continue. 
They haven’t anywhere so far. 
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There is no need to go to extravagant 
expense to produce a satisfactory course 
of this nature. Flowers and/or tea are 
unnecessary. For an organization like 
Merrill Lynch outside paid speakers are 
a waste of money. Mimeographed pro- 
grams, rather than handsomely printed 
ones, don’t detract from the program’s 
worth or reception. 


Publicity and advertising expenses 
should be small. The public has to hear 
of a good thing only once in order to 
act. (In New York City, where no 
courses have been advertised as yet be- 
cause of as-yet-unsolved special prob- 
lems, more than one hundred women 
have phoned or written Merrill Lynch 
asking when their course would start.) 


Lessons from Experience 


The worth of volunteer outside speak- 
ers varies. It depends upon their public 
speaking ability and whether they keep 
to the subject. So far, trust officers from 
banks have proved to be the most appre- 
ciated outsiders, many women volun- 
teering the comment that the estate plan- 
ning suggestions and cautions had been 
most helpful and interesting. Getting big 
names on the program does, of course, 
help publicity. 


Question and answer periods are a 


good idea. Since most of the groups 
must necessarily be rather large it is 
impossible to handle this sort of thing 
informally. The best procedure is to 
ask class members to arrive with their 
questions already written, or second best 
have them write out their questions dur- 
ing the first part of the session. In any 
case the questions should be collected 
before the period is half over. Then a 
member of the staff can go over them 
and eliminate those of a specific nature. 
Only those questions that will be of in- 
terest to a large number of pupils should 
be answered in class; specific questions 
can be answered by letter. 


Additional Classes Formed 


Ferdinand Smith thought of his first 
meeting—before the deluge of requests 
came in—as a small informal group of 
about 50. This would be an ideal number 
but the size of the response unfortunate- 
ly must govern the size of the class. In 
Shreveport, Portland, Oregon, Dallas, 
Texas, and Philadelphia, however, when 
more women registered than the audi- 
torium would hold, the alert managers 
formed additional classes. While a large 
group can be taught the fundamental 
principles of investing, advanced classes 
must be small enough for the instructor 


SCUDDER 
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Price: 


Prospectus on Request 


to actually know each class member by 
name. 


Meeting a Timely Need 


The increased business that Merrill 
Lynch garners from these courses cannot 
be measured. Many of those attending 
are in no position to invest, and the 
firm puts no pressure on any of them 
to become customers. Courses such as 
this focus good-will not only on one 
brokerage house but upon all—and they 
do more. They bring understanding and 
an open mind not only to the thousands 
who attend the courses, but also to 
thousands of others who have been able 
to read hundreds of newspaper feature 
stories based on the content of the 
lectures. 


Winthrop H. Smith, managing partner 
of Merrill Lynch, commenting on the 
courses recently, expressed the hope that 
others in the investment banking, com. 
mercial banking and trust fields would 
develop similar programs of their own. 
“We believe our experience proves that 
financial industry has fallen down mis- 
erably in its duty to American women. 
The sheer numbers that have attended 
seem evidence enough of the demand of 
women for more knowledge of invest- 
ment and financial matters. 


Net asset value 
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The First 


Board of Directors 


Edward E. Brown 


Chairman of the Board 


Leopold E. Block 
Chairman, Finance Committee, 
Inland Steel Company 


Augustus A. Carpenter 


Director, Hills-McCanna 
Company 


J. D. Farrington 
President, Chicago, 
Rock Island and Pacific 
Railroad Company 


James B. Forgan 
Vice-Chairman of the Board 


Walter M. Heymann 


Vice-President 


Henry P. Isham 
President, Clearing Industrial 
District, Inc. 


James S. Knowlson 


Chairman of the Board 
and President, 
Stewart- Warner Corp. 


Homer J. Livingston 


Vice-President 


Hughston M. Mc Bain 


Chairman of the Board, 
Marshall Field & Company 


Bentley G. McCloud 


President 


James Norris 


National Bank of Chicago 


Statement of Condition November 1, 1949 


ASSETS 
Cash and Due from Banks ° p ; ‘ . $ 495,236,711.79 


United States Obligations—Direct and fully Cratinilidil 
Unpledged . ‘ 4 ‘ $ 751,602,717.08 


Pledged—To Secure Public Depeates and 
Deposits Subject to Federal Court Order 186,938,491.07 


To Secure Trust Deposits. ; ‘ 51,133.491.94 
Under Trust Act of Illinois . , i 527,600.00 990.202,300.09 
Other Bonds and Securities , ‘ ‘ , : ; : 96,280,342.73 
Loans and Discounts ; ‘ ‘ r ‘ ; ‘ . 735.291,663.66 
Real Estate (Bank Building) . F ‘ . - hy . 2,629,123.33 
Federal Reserve Bank Stock . , : ; ‘ ‘ 4,275,000.00 
Customers’ Liability Account of Acceptances . i 3.867,721.61 
Interest Earned, not Collected . ; 7 ; 4 7,612,205.24 
Other Assets . . P , J ‘ 651,945.13 
$2,336,047,013.58 

LIABILITIES 

iit ig. 08 go ge Mage TE $ — 75,000,000.00 
Surplus. : ; ; ; ; ‘ ‘ 67,500,000.00 
Other Undivided Profits ; , : . ‘ ‘ 10,189,487.52 
Discount Collected, but not Earned . ‘ . . 1,073,367.70 
Dividends Declared, but Unpaid , 4 “ . 1,500,000.00 
Reserve for Taxes, etc. ‘ ‘ ‘ , ‘ ; . 22,835,727.73 
Bills Payable. ‘ : . : ‘ é ‘ ; y 3.200,000.00 
Liability Account of Acceptances. . , ; : : 4,416,568.36 

Time Deposits . : : . . . $ 439,697,930.66 

Demand Deposits. , . = . 1,516,363,912.52 
Deposits of Public Funds . ‘ F . 194,269,878.80  2,150,331,721.98 
Liabilities other than those above stated . 4 d ; ’ 140.29 
$2,336,047,013.58 


President, Norris Grain Co. R. Douglas Stuart Albert H. Wetten John P. Wilson 


Vice-Chairman, President, A. H. Wetten & Co. Wilson & Mellvaine 
John P. Oleson Quaker Oats Company i 
Banker Robert E. Wilson 


George G. Thorp Harry A. Wheeler Chairman of the Board, 
Irvin L. Porter Madison, Wis. Banker Standard Oil Company 
Vice-President (Indiana) 

Louis Ware C. J., Whipple Robert E. Wood 


Edward G. Seubert President, International Chairman of the Board, Chairman of the Board, 
Chicago, Ill. Minerals & Chemical Corp. Hibbard, Spencer, Bartlett &Co. Sears, Roebuck and Co. 
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Insurance Option or Trust? 


COMPARISON OF SETTLEMENTS AND TRUSTEESHIP 


EDWIN H. WHITE, C. L. U. 


Director, Advanced Underwriting Division, Insurance Research & Review Service, 


COMPARISON of the functioning 

of insurance policy options and the 
trust device will serve to bring out the 
proper place of each in an effective 
estate plan which includes the distribu- 
tion of life insurance proceeds. We may 
start with the advantage of discretion- 
ary distribution of income or principal, 
or both. Distribution by settlement op- 
tion under a life insurance contract can- 
not in general be left to the discretion 
of someone other than the beneficiary: 
whereas the trust instrument can place 
in the hands of the trustee or a co-trus- 
tee whatever discretionary judgment 
the estate owner desires. 


For example, if it is desired to have 
a fund available, after the estate own- 
er’s death, to set up a son in business, 
if in the judgment of older and wiser 
heads a good opportunity comes to the 
son, this may readily be provided for in 
a trust agreement, but not in a life in- 
surance settlement option. Withdrawal 
rights, of course, may be provided for 
in the latter, but not conditioned upon 
contingencies of this nature. Again, it 
is quite common to authorize the trustee 
to invade principal if in its opinion ad- 
ditional funds are needed for the best 
welfare of the trust beneficiaries, a pro- 
vision outside the realm of options. 


Under a trust arrangement containing 
liberal investment provisions there is an 
opportunity for some appreciation in 
the principal of the trust; whereas the 
life insurance settlement option arrange- 
ment, being a debtor-creditor relation- 
ship, does not offer this opportunity. 
Also, provision may be made in a trust 
for the accumulation of funds during 
stated periods or periods when the trust 
income or other income of the benefici- 
ary meets his or her needs (assuming 
the state law permits): whereas most 
life insurance companies refuse to ac- 
cumulate funds except possibly during 
minorities. 


This article is taken from a lecture given on 
October 18 as part of the Annual Forum conducted 
by the Mercantile National Bank at Dallas. A 
transcript of all four sessions may be obtained 
from the bank. 
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Indianapolis, Ind. 


Limited Flexibility of Options 


Life insurance options afford a con- 
siderable measure of flexibility through 
the use of various combinations of op- 
tions and by hinging future changes 
upon specified events. For example, 
most companies will hold the proceeds 
of a policy on the interest only option 
until proof is submitted that a child 
beneficiary has matriculated in a college 
or university. In many cases, therefore, 
the desired flexibility may be attained 
under a settlement option. But company 
rules often intervene. For instance, few 
companies today will include a clause 
terminating instalment payments upon 
the remarriage of a widow. Hence if 
extreme flexibility is desired, or if flex- 
ibility coupled with third-party discre- 
tion is indicated, a trust arrangement is 
needed. 

A capable life underwriter can per- 
form wonders with the settlement op- 
tions of a variegated assortment of poli- 
cies in working out an integrated plan 
of distribution of income and principal. 
Yet he may run into difficulties if there 
are several very small policies in differ- 
ent companies. The number and small- 
ness of policies, of course, will offer no 
difficulties under an arrangement where- 
by the insurance is payable into a life 
insurance trust wherein the proceeds of 
all policies, big and little, merge into 
the trust fund. 

There is another important phase of 
this subject about which a warning 
should be sounded. Under an integrated 
plan of distribution through the settle- 
ment options, each policy is relied upon 
to produce its allotted share of princi- 
pal and income to specified beneficiaries 
at specified times, and it is virtually im- 
possible to design such a plan that will 
be flexible enough automatically to ad- 
just itself to fill in the gaps left by a 
lapsed policy: Therefore, the insured 
with such a plan must be warned that 
any change in the composition of his 
insurance will require an immediaté re- 
casting of his settlement option arrange- 
ments to correct the distortion. Such flex- 


ibility is inherent in the trust plan be- 
cause the distributive provisions are en- 
tirely disassociated from proceeds ot 
the individual policies. The only dam- 
age, which would be damage enough, 
would be a lesser trust fund to work 
with. 

A common example of a very valuable 
undertaking by the trustee is that of 
applying income and principal directly 
to the use of beneficiaries, particularly 
during their minorities. This performs 
an extremely valuable discretionary ser- 
vice for such beneficiaries, as well as 
saving the substantial costs involved in 
the alternate and statute-bound procedure 
of passing the funds through the hands 
of a legal guardian. Another example 
would be the continuation of a business 
operation under a trust until a son could 
finish his education and qualify him- 
self to take it over. 


Immunity from Loss and Tax 


We now come to a cluster of advan- 
tages that, in general, favor distribution 
under the life insurance settlement op- 
tions. The first of these is immunity 
from loss. Under the debtor-creditor re- 
lationship of a settlement option, the 
obligation to pay the principal of the 
policy and a minimum rate of interest 
is absolute. Accordingly, the principal 
and income are as safe as the company 
involved. How safe that is may be 
judged from the remarkable record of 
the insurance companies in weathering 
the Great Depression. 


The liability of the trustee, on the 
other hand, is not absolute. If it acts 
within the terms of the trust provisions 
as a prudent owner of the trust property 
would in investing and reinvesting the 
funds and a loss occurs, the trust fund 
stands the loss. In this day of high 
ability possessed by those in charge of 
the trust portfolios of a responsible 
bank, this is a minor consideration, 
particularly where the trust principal is 
of a size that will permit proper diversi- 
fication of investments, or if not, where 
the trust may participate in a common 
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trust fund. This possibility of loss is a 
necessary companion to possible appre- 
ciation of the trust principal. 


In the matter of taxation of income, 
the settlement options, under present 
laws, offer definite advantages. Trust 
income is taxed in full. On the other 
hand, the income involved in all settle- 
ment options except the interest only 
option, escapes income tax in the hands 
of the death beneficiary. This points to 
the advisability in certain cases of sup- 
plementing the income of those benefi- 
ciaries, who will otherwise be in sub- 
stantial income tax brackets, with life 
insurance settlement option income 
rather than with taxable trust income. 
However, the possibility should be con- 
sidered that the law may some day be 
less favorable to insurance proceeds. 


The next focal point of comparison 
is that of net yield to the beneficiary. 
The yield on trust company investments 
will usually vary upward with the liber- 
ality of the investment provisions. At 
the top level the yield will ordinarily be 
higher than that of the life insurance 
companies before trustee fees and before 
the beneficiary pays income taxes, but 
often lower after fees and taxes. In 
passing, it should be said that trustee 
fees reduce the yield very slightly. For 
instance, a 5% charge against income 
reduces a 314% return by only .175%. 
On the other hand, a 30 or 40% income 
tax bracket turns an attractive gross 
yield into an unattractive net yield. But 
it should be kept in mind that the tax- 
free income under the settlement op- 
tions is available only if accompanied 
by a gradual depletion of principal. 


Protection from claims of creditors 
is another advantage to be considered. 
A Texas statute (Art. 5068a) exempts 
from legal process for any debt of the 
insured or any beneficiary, all periodic 
payments under a life insurance policy 
except debts for premiums payable or 
a debt of the insured secured by a 
pledge of the policy. From the trust 
stancpoint, it is my understanding of 
the Texas decisions (Caples v. Buell, 
243 S.W. 1066; Eubank v. Moore, 297 
S.W. 791, and others) that somewhat 
the same protection may be afforded 
trust beneficiaries, if so-called spend- 
thrift provisions are included in the 
trust instrument. So here we have an 
advantage shared by both distributive 
mediums, but with respect to a trust, 
the insured’s creditors are not blocked 
out and to block out the creditors of 
the trust beneficiary affirmative action 
must be taken and the income must be 
made inalienable. 
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The final point of comparison is the 
fact that one of the distributive options 
of the life insurance policy makes use 
of the annuity principle by guarantee- 
ing that the stipulated instalment pay- 
ments will continue as long as the 
beneficiary lives. This is an unique 
function which the charter of a life 
insurance company permits it to per- 
form but which is not permitted the 
trust company. 

To sum up, a comparison of the 
settlement option arrangement of a life 
insurance policy with the income and 
principal disbursement arrangement 


available under a life insurance trust 
shows some advantages in favor of each. 
The choice between them depends upon 
the details of the particular estate plan. 
But it should be emphasized that many 
plans call for a split choice under which 
some of the insurance policies, particu- 
larly those of somewhat ancient vintage 
containing extremely favorable interest 
guarantees, will be distributed under the 
policy options, while the others will be 
paid into an insurance trust. In this 
manner the advantages of both arrange- 
ments will be gained to suit the diverse 
needs of the different family members. 


TRACEABLE RESULTS 


Many trust officers tell us how PURSE trust advertising 
programs bring direct results. 


Write now for details of a trust promotion program designed 
to fit the needs and the budget of your trust department. 


THE PURSE COMPANY 
Aeadguarters for “Jrust 4Aduertising 


CHATTANOOGA 2, TENNESSEE 





Trends in Pension Plans 


EFFECTS OF INFLATION, SOCIAL SECURITY, UNION DEMANDS 


PARTICULARLY disturbing eco- 

nomic factor presents itself in the 
present trend towards pension plans. If 
deferred plans are generally established, 
the reserves required in these funds, 
even on a modified funding basis, will 
over a period of years require such 
large investments that the present finan- 
cial structure of the country will be 
changed. 


Experience of the past has indicated 
that security cannot be guaranteed by 
paper promises. It is necessary to have 
an economy that is working and pro- 
ducing the food, shelter, and clothing 
necessary to maintain an adequate 
standard of living in the future. If more 
people have security, there will be fewer 


people remaining to put forth the effort- 


to produce the wherewithal to maintain 
such security. Even though technologi- 
cal improvements may increase produc- 
tivity, so long as we have a free econ- 
omy, the problems of distribution and 
taxation will automatically place limits 
on the amount of possible paper secur- 
ity. Limits will not be determined by 
the paper values in pension or profit- 
sharing trusts, but will be determined 
by public sentiment, union negotiations, 
and general political pressures. 


Theoretically, therefore, while we are 
moving in the right direction, we must 
recognize the absolute necessity of not 
projecting security beyond realistic pos- 
sibilities. Under such circumstances, it 
is impossible to make generalizations as 
to which types of plans, levels of bene- 
fits, methods of funding, etc., are satis- 
factory at the present time. The apparent 
solution is for each company, or each 
bargaining unit, to consider the indi- 
vidual circumstances in light of the 
overall problems just indicated, recogniz- 
ing that whatever is done will be sub- 
ject to change and, therefore, must be 
as flexible as possible. 


The relationship of promised bene- 
fits and costs, together with the distri- 
butions or allocations in time and be- 


From address before Financial Public Relations 
Association, Oct. 20. 
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ARTHUR STEDRY HANSEN 


Consulting Actuary, Chicago 


tween groups, must be considered as 
the basis for plans, rather than patterns 
or precedents established by other 
groups under other circumstances. Pos- 
sible future inflation must also be con- 
sidered when dealing with pension or 
profit-sharing plans involving the defer- 
ment of payments over long periods of 
years. And, last but not least, the tax 
effects must be considered, even though 
the existing rules may need to be modi- 
fied under the new circumstances. 


Effect of Inflation 


The effects of inflation differ materi- 
ally, depending upon the type of plan. 
In plans where benefits are determined 
by a formula in relation to compensa- 
tion at the time of retirement, benefits 
will follow the inflationary trend and 
will still relatively meet the retirement 
problem anticipated by the plan. The 
costs of such plans, however, are obvi- 
ously materially increased out of pro- 
portion to the increase in wage or price 
level. 


In the type of plan in which the con- 
tributions are fixed and benefits vary 
with accumulations of contributions, the 
effect of inflation is exactly the reverse. 
In these plans the costs remain under 
control, and if fixed in dollars rather 
percentage, actually are reduced in terms 
of the inflated wage price level, but 
obviously the benefits provided by these 
plans are completely inadequate to meet 
the retirement problem anticipated by 
the original computations. 


Generally speaking, in any deferred 
plan, inflation is always a detriment 
because the reserves accumulated in 
prior years are always worth less when 
they are paid out in future years. The 
conclusion perhaps to be reached with 
respect to pension or profit-sharing 
plans, on the assumption that as we 
move into the future there is to be 
continued inflation of some degree or 
other, is that perhaps the extent of the 
deferment should be reduced. In other 
words, the benefits paid out should be 
closer to the contributions for such bene- 


fits in time so as to avoid as much 
shrinkage as possible because of the in- 
tervening inflation. 


Profit-sharing plans cannot by their 
very nature lend themselves to a modi- 
fied reserve. Pension plans of a flexible 
type can, and as a matter of fact many 
do, operate on a modified reserve prin- 
cipal which, incidentally, not only meets 
some of the problems of inflation, but 
also of the problems of costs, present 
union negotiations, etc. 


Increased Social Security 


The effects of increased Social Secur- 
ity Benefits on existing pension and 
profit-sharing plans will likewise differ, 
depending upon the type of plan. For 
this purpose plans might be divided into 
the following categories: 


(a) All profit-sharing plans and pen- 
sion plans with fixed formula benefits 
not related to Social Security, 


(b) the so-called excess pension plans, 
namely, those covering only employees 
earning in excess of $3,000 per year, 


(c) pension plans with benefit formu- 
las integrated with Social Security. 


An increase in Social Security bene- 
fits will have no direct immediate effect 
on profit-sharing plans, or on fixed bene- 
fit pension plans. Indirectly, however, 
if Social Security taxes also increase, 
it may become necessary to amend the 
existing plans of this type to reduce the 
benefits in order to obtain offsetting 
cost reductions. Such changes, however, 
will be very difficult and are likely to 
cause employee dissatisfaction and per- 
haps union problems. 


It appears that the Internal Revenue 
Bureau will require modification of ex- 
cess plans if they are to continue the 
integration theory now set up in the reg: 
ulations. The theory is basic and would 
normally necessitate such a change in 
order for the Commissioner of Inter- 
nal Revenue to be consistent in his in- 
terpretations. It is, however, possible 
that the laws will be changed so as to 
modify this situation, although even if 
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they are not, the effect will be to reduce 
the benefit in the lower salaried group 
included in the plan, but to permit in- 
creases in benefits for the top salaried 
people in the plan. The net effect would, 
therefore, be to permit further dis- 
crimination for the higher compensated 
employees. 


Broad coverage plans of the integrated 
type fall in two sub-classes, those in 
which the benefit is determined by con- 
sidering the Social Security benefit as 
it exists from time to time, and those 
in which the benfit is based on a form- 
ula determined from the old Social 
Security plan. In plans with an auto- 
matic adjustment, there apparently will 
be no immediate effect. If, however, the 
general level of benefits of both social 
and private plans is increased, there 
will undoubtedly be agitation for in- 
creases in benefits under these plans. 
The initiative in this case, however, will 
come from the employees rather than 
from management. 


In plans with rigid formulas of the 
integrated type, the effects will be the 
same as those for excess plans. It will 
perhaps be necessary to make modifica- 
tions in order to comply with Internal 
Revenue Bureau requirements. On the 
other hand, because the revised integra- 
tion basis would permit further dis- 
crimination in company plans than now 
exists, it is possible that the Internal 
Revenue Bureau might delay issuing 
regulations so that it may not be neces- 
sary to modify these plans. In such in- 
stances the total cost of these plans in 
Social Security will automatically in- 
crease. 


No Fixed Pattern 


Both union and employer attitudes 
today have not apparently been crystal- 
lized, and are perhaps impossible to 
reconcile. Under these circumstances, it 
is impossible to obtain any satisfactory 
pattern upon which to develop future 
plans. Perhaps the only positive fact 
that can be relied upon is that there 
never was, there apparently is not now, 
and probably there never will be, any 
long term agreement on the subject. The 
immediate consequences are likely to 
fall in one of the following categories: 


(a) The creation of a private pension 
plan pattern, 


(b) the trading of the pension pat- 
tern for a wage increase as has gener- 
ally been done in previous years, or 


(c) an increased Social Security ben- 


efit. 
Regardless of the trend in the im- 
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mediate future, it would appear that the 
ultimate result will depend upon a com- 
bination of social, political, and eco- 
nomic factors. It would appear that if 
unions are not made ineffective (and 
this appears highly unlikely at the pres- 
ent time) it is certain that the pattern 
will vary from time to time in the 
future with union negotiations. The net 
effect presumably will be one arising 
out of the balance of power between 
unions, management and government. 


Trustees’ Problems 


The basic problem of the trustee is 
to preserve the principal assets and to 
maintain adequate income in the pension 
and profit sharing trusts under its su- 
pervision. These functions are, of course, 
standard for trustees but special prob- 
lems arise which particularly affect the 
need for marketability of the invest- 
ments in such trusts. 


Normally, pension plans should be in- 
vested to obtain maximum return with 
little need for marketability of the bulk 
of the assets. Today, however, in view 
of the causes for establishing plans, it 
becomes particularly important to ana- 
lyze the provisions of trusts to determine 
if there is any demand requirement. 
Since many new plans are likely to be 
unstable, it appears necessary to have 
adequate provisions in trust agreements 
protecting the trustees against the mar- 
ket problems arising in case of a sud- 
den demand for withdrawal benefits, or 
partial or complete liquidation in times 
of low points in the economic cycle. It 
is not sufficient at this time to rely upon 
general averages occurring in stable 
plans in the past. 


While it has always been good policy, 
it is particularly important at this time 
that trust companies do not enter into 
competition with insurance companies 
or other professional advisors recom- 
mending the creation of plans at this 
time. Many of the arguments used by 
other people to justify the creation of 
plans are merely sales talk and cannot 
be proved by experience. While plans 
may be satisfactory under some circum- 
stances, under many others they are im- 
possible. It would be indeed unfortunate 
if at some time in the future, when there 
is a wave of termination of plans, the 
employers feel the plans were established 
because of advice from the trustee. 
Trustees should limit their selling to 
offering information and experience on 
plans and their services as trustee in 
handling the investments under plans. 
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_ Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, paysite January 1, 1950 to 
holders of record at the close of busi- 
ness December 16, 1949. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1950 to holders of 
record at the close of business Decem- 
ber 16, 1949. 


COMMON STOCK 


60 cents per share, payable December 
29, 1949 to holders of record at the 
close of business December 16, 1949. 


R. O. GILBERT 


Secretary 















December 6, 1949 
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SOUTHERN CALIFORNIA 
EDISON COMPANY 


preferred dividends 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 162 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 11 


The Board of Directors has author- 
ized the payment of the following 
quarterly dividends: 


50 cents per share on Original 
Preferred Stock, payable December 
31, 1949, to stockholders of record 
on December 5, 1949. 


27 cents per share on Cumulative 
Preferred Stock, 4.32% Series, 
payable on December 31, 1949, to 
stockholders of record on Decem- 
ber 5, 1949. 


T. J. GAMBLE, Secretary 


November 18, 1949 






From 1889 to 1899 


276 Banks... 


. . . became Central Hanover correspondents 
and are still Central Hanover correspondents. A 
total of 424 banks have maintained a banking 
relationship with Central Hanover for fifty years 


or more. 


A bank is known by the correspondents it keeps. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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Trust Taxes and Operations 


COORDINATION OF FUNCTIONS OUTLINED 


W. CURTIS DRAKE 


Asst. Trust Tax Officer, Provident Trust Company, Philadelphia 


UR Trust Department is divided in- 

to separate divisions which special- 
ize in administration, estate planning, 
investments, real estate and mortgages, 
formal accounting, bookkeeping and tax- 
es. Each division operates as a separate 
unit, but the work of each is co-ordinated 
with all the others, working toward the 
greatest possible efficiency and a profit- 
able administration of the accounts en- 
trusted to us. 


The phases of trust administration 
which require the cooperation of the 
trust operations division with the tax 
division will be discussed here, bearing 
in mind that these remarks are based on 
experience in a large trust institution. 
[The smaller trust department proce- 
dure will be treated in a subsequent ar- 


ticle—Ed. Note. | 
Trust Records 


Trust Ledgers. The trust ledgers are 
the basis of the tax division’s accounting 
as well as that of the administration divi- 
sion. This fact sometimes may be forgot- 
ten in efforts to streamline entries or con- 
solidate items which of necessity must be 
separated for tax purposes. A typical ex- 
ample of this is the case of a trust where 
the beneficiary is also a co-trustee and 
receives a share of the commission. The 
items of distribution and co-trustee com- 
mission must be listed separately on the 
ledger entry, even though a single check 
is issued to the beneficiary, since the 
commission is a deduction for tax pur- 
poses while the distribution is, as a gen- 
eral rule, disregarded. 


In addition, the trust ledgers must be 
readily available in order that the income 
and deductions in the trust accounts may 
be accumulated in preparation for the 
tax season. Where the ledgers are posted 
daily, there is usually no problem, but 
where the ledgers are posted only as 
statements are issued to beneficiaries, as 
in some tabulating punch-card systems, 
there must be some arrangement to pro- 
vide interim ledgers for the use of the 
tax division. 


Trust Investment Ledgers. We main- 
tain separate ledgers in which all the 
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assets in each trust are recorded. Sheets 
of different colors are used to segregate 
bonds, stocks, mortgages, real estate and 
miscellaneous assets. A single sheet re- 
cords only one item, but will show all 
transactions in that particular security 
in the particular trust. The investment 
sheet lists the name of the account, the 
name or description of the asset, the par 
value or number of shares, the date re- 
ceived, bought, transferred or re-written, 
the book value at which the asset is re- 
corded for trust accounting purposes, 
and a record of income received. Pe- 
riodically, as the sheets are filled with 
entries, they are re-written, the original 
being bound in transfer binders, with 
only the total or net book value and the 
current par value or number of shares 


carried over to the new sheet. 


A complete history of exchanges, 
stock dividends, issuance of rights, sub- 
scription exercises and additional pur- 
chases must be recorded accurately. In 
the event of a sale of a part or all of the 
holding, adjustments to the cost basis 
are often necessary. The members of the 
tax division are of course familiar with 
the more usual transactions and have 
access to capital adjustments services, 
but many smaller corporations are not 
listed in the services since their securi- 


ties are not sufficient in volume to justify 
the research necessary. In any event it 
is extremely helpful to be able to trace 
the dealings in the particular asset and 
check them with the capital adjustments 
services, so that the record must be ac- 
curate and complete. 

On practically all of our sales, we use 
the “first-in-first-out” method of costing, 
which means simply applying a sale to 
the first lot acquired and using the cost 
of that lot on the current or future sales 
until that first lot has been exhausted, 
then taking subsequent lots in the order 
of their acquisition. Occasionally, how- 
ever, an account may hold several lots of 
a security, acquired at intervals, on 
which the cost bases show a substantial 
spread, and in the event a sale is to be 
made, it may be advantageous to identi- 
fy the lot sold. In such a case, the tax 
division should be notified so that the 
proper cost will be used for tax purposes. 
It is our practice, where identification 
of a lot has been made, to stamp the in- 
vestment sheet to that effect so that fu- 
ture sales will take that into account. 


Our investment division has been in- 
structed to call upon the tax division for 
all cost data on securities. Adjustments 
to cost basis may make a tremendous 
difference in the tax result, and even 





Members of Trust Operations Officers Association ef Philadelphia addressed by the author 
of the accompanying article. Seated left to right: George Renninger, Real Estate Trust Co., 
secretary and treasurer of Association; Harry Hauck, City National Bank, vice president of 
Association; George C. Robinson, Fidelity-Philadelphia Trust Co., president of Association; 
Mr. Drake; Harold Strange, Land Title Bank and Trust Co. Standing: William Bradford, 
Wilmington (Del.) Trust Co.; Russell Bonsall, Corn Exchange National Bank and Trust Co.; 
J. Norman Miller, Provident Trust Co.; John Cookenbach, Pennsylvania Company; Harry 
W. Schauble, Central-Penn National Bank; Robert Wass. Tradesmens National Bank and 
Trust Co.; Perry Foster, Equitable Trust Co. of Wilmington; Milton L. Biehn, North 
Philadelphia Trust Co.; and John G. Henderson, Industrial Trust Co. 
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though the investment sheets do not in- 
dicate any reason to question the cost, 
there may be some circumstances which 
would alter the basis for tax purposes. 


Old Records 


The maintenance of old records comes 
under our trust operations officer. These 
are all referred to quite frequently in the 
course of trust administration, but they 
are equally important from the tax stand- 
point. We are accumulating in our tax 
files more and more cost data, but we do 
not believe it worth the tremendous 
amount of work necessary to maintain a 
complete cost file for all accounts. 


Neither do we maintain our securities 
on the trust ledgers at their income tax 
cost. Book values used for trust account- 
ing may happen to be the income tax cost 
where the security was purchased in the 
account, where there has been no re- 
valuation for purposes of formal ac- 
counts or schedules of distribution, and 
where no adjustment to the cost is neces- 
sary, but generally speaking, we pay no 
attention to the book value in recording 
a sale for tax purposes. 


In many of our old trust accounts, 
therefore, it may be necessary to trace 
an asset back through a long period of 
time through which it has been held in 
the trust. It is obvious that the old rec- 
ords must be maintained in orderly fash- 
ion to minimize the time required in such 
research. 


We do not maintain a complete file of 
costs, which would obviate the necessity 
of research through old records, be- 
cause, first of all, a trust account is not, 
generally speaking, to be classed as a 
brokerage account. Sales will be made 
as the trustee, in the exercise of his judg- 
ment, deems advisable, but the primary 
purpose of a trust as such is to provide 
a reasonably stable income for the bene- 
ficiary, and a turnover of a considerable 
portion of the assets is bound to disturb 
that level of income. 


We have estimated that, through the 
average life of a trust account, the great- 
er majority of the securities may not be 
disturbed. On the termination of the 
trust, there is of course the possibility 
that some or even all of the assets may 
remain with us in an agency account or 
under a revocable deed of trust, but here 
again the majority may not be disturbed 
until the death of the grantor-principal, 
which automatically establishes a new 
cost basis for tax purposes. This means 
that any time spent in accumulating 
costs on these would be wasted. In the 
case of new accounts being opened, we 
request the cost data at the inception of 
the account, and in most cases it is fur- 
nished promptly so that our records are 
becoming more complete. 


Administration Problems 


In many institutions, a number of ad- 
ministration problems involving the tax 
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Sample Capital Gain and Loss Schedule 


division are handled by the trust opera- 
tions division. Upon the death of a bene- 
ficiary of a trust account it is usually 
necessary that an apportionment sched- 
ule or accrual table be prepared to com- 
pute the share of income earned to date 
of death and to be collected after date of 
death. This table is required for trust ac- 
counting purposes, but is also required 
for tax purposes, and prompt prepara- 
tion of the figures will enable the tax 
division to make their analysis of income 
and deduction items so that figures of 
taxable income may be supplied the per- 
sonal representatives of the deceased 
beneficiary. 


In the case of many of our revocable 
trusts, an accrued income clause will be 
found in the instrument, obviating the 
necessity of apportioning income for 
trust accounting purposes. For death 
taxes, however, such apportionment is 
still required, and while it should be the 
duty of the tax division to request the 
preparation of the table, prompt atten- 
tion to the request will facilitate the sett- 
ling of the death taxes, 


There must be a method of notifying 
the tax division of beneficiaries’ reach- 
ing majority, marrying, divorcing, or 
dying and, if possible, what effect these 
changes in status make in the operation 
of the trust account. In too many in- 
stances, the tax division is left to its own 
devices in these respects, thereby placing 
an additional burden on the personnel 
because this information is necessary for 
trust administration, and the effect of 
the changes is in many cases pre-deter- 
mined in order to avoid delay in income 
distribution. 


Another point to be considered is the 
nationality and residence of any non- 
resident alien beneficiaries because of 
the possible liability of the trustee in the 
event federal income tax is not withheld 
at source from such beneficiaries. Ad- 
dresses are important because of the 
varying treaties being concluded between 
the United States and various foreign 
countries with a view to establishing 
special rates of tax under certain condi- 
tions. For a number of years our only 
special arrangement was with Canada, 
but in 1946 a treaty was made with Great 
Britain, and since then there have been 
treaties with France, Netherlands and 
Denmark, with eight or ten more pend- 
ing at the present time. 


On New Accounts 


When a new account is being opened, 
a general review of the tax treatment 
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should be a part of the administrative 
procedure of setting up the trust on the 
books. All new trust instruments should 
be submitted to senior tax administra- 
tors for a review of the tax problems in- 
volved before the document is executed. 
In our institution the estate planning 
division is very keenly aware of the tax 
angle, and many problems which would 
arise to haunt us in the future are elim- 
inated before they ever come into exis- 
tence. 


Entirely apart from this factor, how- 
ever, the notification to the tax division 
of a new deed of trust, with name and 
address of the grantor and beneficiary, a 
record of the assets received and the fed- 
eral income tax cost and date of acquisi- 
tion of each provides the tax division 
with practically all the tools needed for 
proper tax treatment of the account. A 
survey of the instrument, if made with 
the tax division at the time of inception, 
would bring up any questions which 
might possibly have to be referred to 
counsel for advice and these could be 
handled at the beginning rather than at 
a later date when the tax division would 
make a separate survey. 


In the case of trusts under will, where 
some one other than the trustee was 
executor, it is necessary that we know 
what values are to be used as the costs 
of securities received in the account, that 
is, whether the estate was subject to Fed- 
eral estate tax and if so whether date of 
death or optional value was used. Copies 
of the inventory, executor’s account and 
schedule of distribution should be se- 
cured, as well as copies of inheritance 
and federal estate tax returns. Where we 
are substituted for a former trustee, this 
same information is necessary, in addi- 
tion to which copies of previous years’ 
fiduciary returns and personal property 
tax returns, if any, should be secured. 


Different Tax Specialists 


In the operation of our tax division 
we have four distinct groups, one han- 
dling federal estate and state inheritance 
taxes, another fiduciary income tax, a 
third, individual income tax returns for 
customers and a fourth, personal prop- 
erty tax. In this way we tend to develop 
specialists in each field, although each 
group is expected to lend assistance to 


the others when a large volume of work 
is to be handled. 


Generally, the problems of the estate 
and inheritance tax group and the per- 
sonal property tax unit involve the fac- 
tors already discussed, with some addi- 
tional ones. Where we are substituted as 
trustee under will or deed, it is neces- 
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sary for us to know whether the state 
inheritance tax has been paid on life es- 
tates only or on the entire estate. 

In the case of a new estate, there are 
a number of items of information which 
must be secured for settlement of death 
taxes, and we find it very satisfactory to 
include these on a preliminary estate 
sheet which is used as a basis for the 
first interviews with the decedent’s fam- 
ily or personal advisors immediately 
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after death. In this manner all pertinent 
data required are available or at least an 
understanding is reached as to the in- 
formation needed and to be supplied. 
This avoids the rather embarrassing 
position of raising questions at the time 
of the preparation of the death tax re- 
turns a year or more after death of the 
decedent, when the family usually as- 
sumes that the estate is very nearly set- 
tled. Furthermore, all the details are se- 
cured at a time when the decedent’s af- 
fairs are in the minds of all concerned. 


Punched Card Systems 


The adoption of the punched card 
accounting system has been of tremend- 
ous benefit to us in handling the mass of 
our fiduciary income tax work. Each 
item in the income account of every 
trust is given a code number, and at the 
year-end the data in the cards are tabu- 
lated, a summary of totals of all items in 
each code in the account being supplied 
us for determining the taxable income for 
the year for the beneficiaries. This saves 
us the considerable chore of listing the 
items by hand or, at least, having them 
totaled by machine from the ledgers. The 
codes are assigned to the income items 
by the machine operator who cuts the 
cards. The final entries for each day’s 
work are then reviewed by senior clerks 
in the tax division. 


In addition, we have devised a system 
for printing the schedule of sales of as- 
sets by using punched card accounting 
machines. The details of the sales are 
listed on tickets prepared to make it 
as simple as possible for the punch- 
card operator to transfer the data to 
the cards, which are then accumulated 
until the end of the year. This pro- 
cedure eliminates typing of the sched- 
ules and the necessity for comptometer 
operators to prove and total them. It also 
provides a proof of completeness since 
the accounting machines carry a running 
total of all the sales, in addition to add- 


ing and cross-footing each account's 
sales. 

As a refinement of this system we 
have now completed plans for using the 
original ledger entry punched cards 
for sales as a basis for the sales records, 
By mark-sensing on a reproduction of 
the ledger entry card, we supply only 
the date of acquisition, the cost and a 
code for the holding period. The ma- 
chine punches the cards and extends the 
gain or loss, thereby completing the 
record of the sale to be reported at 
the end of the year. 


The printing of trust distribution 
checks on punched card accounting ma- 
chines opens the way for additional ser- 
vice and I believe that at some time in 
the future it will be possible to have 
our tax worksheets printed in their final 
form on the machines. There are a num- 
ber of details to be covered before this 
is accomplished, but these accounting 
machines have practically unlimited pos- 
sibilities, ‘and the substitution of auto- 
matic machine operation for hand work 
is to be desired wherever a large volume 
of work is involved. 

The punched card accounting method 
provides lists of assets held in any trust 
account at any date, which takes the 
place of hand listing and typing. This 
facilitates the preparation of federal 
estate and state inheritance returns at 
the death of grantor or beneficiary. 
Maintenance of the necessary records in 
the punched card files makes this part 
of the tax work simpler and enables 
more prompt filing of the returns. 


Tax Division Responsibilities 


There are a number of definite duties 
and responsibilities which the tax divi- 
sion has to shoulder in the complete 
trust administration picture. A complete 
record of all payments of taxes to be 
charged against trust accounts should 
be furnished the trust remittance sec- 

(Continued on page 817) 
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State taxation once was easy. The property tax, a franchise tax, and 
a few license taxes made up the picture. But now all this is changed. 







New and drastic forms of taxation have been created, rates have 
skyrocketed, more and still more tax money is demanded. Today, as 
never before, correct, continuing tax information is vital to effective, 
economical business management. And not just at return time, but all 
through the year. Tax control must be carefully planned, plans con- 
stantly revised to match the swift pace of present-day tax change. 









@) For these basic reasons Tax Men everywhere welcome the special 
assistance of CCH’s State Tax Reports. 






Forty-eight states and the District of Columbia are each individually 
covered by CCH’s State Tax Reports, each state the subject of its own 
reporting unit. Swift, accurate, convenient, the informative regular 






issues of each unit keep your tax facts and information constantly 






up-to-the-minute. Coverage includes new laws, amendments, regula- 






tions, rulings, court and administrative decisions, return and report 






forms—in short, everything important or helpful in the sound and 






effective handling of corporate or individual state taxes and taxation. 






Write for Full Details of Reporting for Your State 
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INVESTMENT CONTROL and REVIEW 


NVESTMENT account men spend 

their days on such matters as: select- 
ing securities for investment; replacing 
certain securities with better ones; ex- 
ploring the possibilities of offsetting 
taxable gains with losses; deciding 
whether to recommend the sale or ex- 
ercise of stock rights; conferring with 
or writing letters to co-trustees and con- 
sultants about investments; reviewing 
account portfolios. After their recom- 
mendations have been approved they 
proceed to carry them out. 


These activities require, among other 
things: up-to-date information on what 
securities are in a trust; where they 
came from and at what costs; what 
kinds of investments can be bought or 
sold and with whose authority; who 
the income beneficiaries are, what sort 
of income they need and when; and a 
host of similar background data. 


The problem is to have the essentials 
of such information up to date and in 
useable form so that the account man 
does not have to convert himself into 
an ambulatory fact-finder before he 
can begin on the problem in hand. 


At least a part of this background 
information will, of course, be found 
in every trust department. However, if 
our experience over almost half a cent- 
ury with several types of investment ac- 
count files and folders is typical, other 
institutions may be interested in our 
present investment folder which, over 
several years of use has proved to be 
equipped with enough tools to imple- 
ment all but the more specialized types 
of investment account problems. 


Our trust investment folder (one is 
maintained on each account) is legal 
size with a heavy pressboard cover ac- 
cordion hinged. Inside, two pressboard 
dividers lighter in weight and color, sep- 
arate the file into three sections the 
contents of which are attached to the 
covers and both sides of each divider 
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by a Kompakt fastener, becoming, in 
effect, pages of a book that cannot be 
lost. 


Contents of Divisions 


A copy of the last report prepared 
for review has all securities classified 
and currently priced, and shows the 
costs and yields, diversification of the 
assets, maturity schedule of the bonds, 
etc. The review also names the co-trus- 
tee, consultant, beneficiaries, remainder- 
men, termination features, etc. This is 
replaced with subsequent reviews as 
prepared. 


Beneath the review is a permanent 
manila page tabbed Investment Powers 
followed by a transcript of provisions 
as to amortization, execution of proxies, 
etc., taken from the trust instrument 
and prepared by the legal division. Un- 
der this transcript are filed memoranda 
of information regarding the back- 
ground of the trust and the general 
wishes and financial circumstances of 
individuals connected with the trust. 


Original Review and Changes 


Security changes are recorded under 
two sections headed “In” and “Out;” 
detailed under the sub-headings: 

Date 
Transaction 
(including price) 
Amount 
Security 
Cost or Principal Cash Rec'd 

At the close of each business day, 
copies of all principal transactions in- 
volving securities or other assets are 
handed to a typist who, on the follow- 
ing day, records them on this form for 
the trusts where they have taken place. 
Thus the folder always shows what 
assets are actually held. These sheets are 
removed and replaced whenever a new 
review is filed. 


Beneath the Security Changes sheet 
is a permanent manila page tabbed 


Vice President, The First National Bank of Chicago 


“Original Review” followed by the first 
review at the time the account was 
opened. The value of the ready availa. 
bility of this review, particularly when 
talking to individuals connected with 
the trust, is obvious. 


Review Recapitulation 


An “Investment Review Record” the 
width of the entire folder when opened 
shows, in market value, the assets of 
the trust at each successive review, 
classified as to bonds, mortgages, pre- 
ferreds, common stocks, etc. It also 
shows the total income and its source 
and net change in the value of the 
assets arising from principal additions 
or withdrawals. This permanent record 
of the market value and trust income 
furnishes a prompt answer to many 
inquiries of beneficiaries, and usually 
eliminates the necessity of making up a 
special report on the investment history. 


Diary and Reports 


On a_ sheet headed “Investment 
Diary” are recorded pertinent conversa- 
tions or other communications with in- 
dividuals connected with the trust. 


This is followed by two manila pages 
tabbed respectively Reports and Con- 
centrations in the folders of trusts hav- 
ing substantial holdings of individual 
securities which at favorable opportuni- 
ties should be sold or reduced to a 
reasonable proportion. In some cases 
an interest in a closely. held corpora- 
tion may originally constitute practic- 
ally the sole assets of the trust. Reports 
on such corporations therefore should 
at all times be available. A separate 
sheet on each security representing a 
seriously out-of-line holding records: 
the original holding and its market, 
and the dates and prices at which 
specified amounts were sold. These act 
as a constant reminder and a record 
of the progress. ° 


These cost records, prepared on perti- 
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nent dates by the Tax Division, give 
the account man a record of capital 
gains or losses in the trust. The page 
is replaced at the end of the calendar 
year. The cost prices and dates of ac- 
quisition of securities acquired at vari- 
ous dates and prices will eventually be 
attached to this page. 


The resulting increase in efficiency 
has more than offset the cost of the 
folders and of maintaining the up-to- 
date information. 


A folder of similar size and material 
used principally by trust officers, con- 
tains forms on which are briefly de- 
tailed all the provisions of the trust that 
have to do with trust administration as 
well as pertinent facts in regard to all 
individuals interested in the trust. The 
file also contains an administration 
diary. Both files are available both to 
investment and administration person- 
nel. 

Ad & 


Investment Discussion Club 


The Trust Analysts’ Club of Boston, 
formed in the fall of 1944, has furthered 
co-operative investment analysis among 
the trust departments of the banks in 
Boston. While not providing detailed 
analytical data to members, it has ar- 
ranged for leading executives of im- 
portant companies to speak informally 
on the problems and outlook for the 
particular company. On some occasions, 
the speaker represented an industry and 
talked more on general trends than the 
position of one individual company. 


The executive of a company, when 
addressing this group, is usually facing 
representatives of holders of substantial 
amounts of stock and consequently is 
able to talk face to face with many of 
the owners of the company. Thus it is 
possible for the officer to meet with 
many stockholders at one time rather 
than have them call on him individually 
at various times during the year. The 
information given by the speaker is on 
a confidential basis. 

The membership of the Club is con- 
fined to one man from each of the 
banks having investment analysis de- 
partments. This group merely assists 
in preparing the program, each one 
assuming the responsibility for secur- 
ing a speaker during the season. This 
individual is usually the one in charge 
of the investment analysis work in the 
particular bank. At the dinners, he in- 
vites another member of the department, 
usually the one specializing in the field 
under discussion only occasionally does 
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a third man from one institution come 
so that the number present does not 
impair the informality. 


Since the Club was organized, over 
30 dinner meetings have been held. No 
speakers have appeared more than once. 
Members of the Club have taken five 
trips to plants in New England. Meet- 
ings of the organization have been suc- 
cessful in acquainting the analysts of 
one bank with those of another, which 
in itself leads to greater co-operation 
and also in providing some worthwhile 
first-hand information on a large number 
of companies. 


Use of Settlement Options 


There has been a marked upward 
trend in the use of settlement options 
under life insurance policies during the 
past 20 years, according to statistics 
in the October Spectator. Whereas 
only 12.09% of the $697,061,287 paid in 
death claims, matured endowments and 
double indemnity liability was, as of 
December 31, 1930, left with the 25 
leading companies covered by the study, 
the proportion rose to 30.75% of the 
$1,092,911,692 at the end of 1940, and 
increased still further at the end of 
1948 to 36.25% of $1,598,500,809. 


Local Housing Authority 
Bonds 


To be issued under the United States Housing Act of 1937, 
as amended by the Housing Act of 1949 


A Tax-exempt Investment 
of Highest Quality 


The new Housing Authority Bonds, to be issued 
in volume in coming months, will be of great interest 


to discerning investors. 


Consider these specific advantages: 


A State-created obligation completely supported by an 
annual contribution from the Federal Government. 


The faith of the United States is solemnly pledged to 
the payment of all annual contributions contracted for 


pursuant to this Act. 


Completely tax-exempt from Federal Income taxes. 


IRA HAUPT & CO. 


Members New York Stock Exchange and All Principal Exchanges 


111 Broadway, New York 6, N. Y. 
Telephone WOrth 4-6000 
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Stock and Bond Yields 


The spread between yields on com- 
mon stocks and those on bonds has 
become extremely wide. In August, 
common stocks were yielding 2.9 times 
as much as high-grade corporate bonds. 
During the 50 years 1900-1949 such a 
ratio was previously reached only twice: 
first 1942, and second in June and July 
of this year, according to the October 
Cleveland Trust Business Bulletin. 


The average yield on all dividend- 
paying common stocks traded on the 
New York Stock Exchange was 7.48 
percent in August, while the average 
yield on high-grade corporate bonds 
was only 2.60 percent. The diagram 
shows the changes in yields beginning 
with 1900. The 50-year average for 
common stock yields was 5.88 percent. 
The 50-year average yield of high-grade 
corporate bonds was 4.26 percent. 


STOCK AND BOND YIELDS 
% 


For stocks, the curve represents the average yield of all common stocks regularly traded in 


A $206 Million Portfolio 


The largest single endowment fund, 
that of Harvard University, has shown 
marked shifts in its $206,000,000 invest. 
ment portfolio during the past two de. 
cades, and even during the past year. 
Where the emphasis was on bonds other 
than governments (48%) in 1929, the 
emphasis is now on common stocks 
(40% ), according to a study made by 
A. T. Lyman, Jr. of the Putnam Fund 


of Boston. A comparative table shows: 


1929 1949 
Cash & U. S. Govts. 9.0% 24.9% 
Other Bonds __. _ 47.6 24.3 
Preferred Stocks - - os 9.1 
Common Stocks 25.1 40.1 
Real Estate & Mtge. __ 12.8 1.6 


Interim trends and recent actions give 
a more complete picture. Highs were 
recorded in 1932 for other bonds 
(62%), and Real Estate and Mortgages 
(13.9% ), while Cash & Governments 
hit their high (34.7%) in 1947, Pre- 
ferreds (11.5% ) in 1941, and Commons 
(42.2%) in 1948. The decline in per- 
centage of equities during the past year, 
however, was due to general market 
decline, since about half of the principal 
additions during the year were in this 
category. 

Low points were reached for Cash 
& Governments (2.2%) in 1937, for 
Other Bonds (14.4%) in 1947, for 


on the New York Stock Exchange. The yield for any given month is obtained by dividing the 

sum of all the dividends paid per share during the previous 12 months, by the sum of all the 

prices. The curve for bonds represents the average yield to maturity of high-grade corporate 

bonds, based on the index of Standard and Poor’s Corporation. Both bond and stock yields 
are plotted for the middle month in each quarter. 


Common Stocks (12.4% ) in 1932. The 
most notable change in policy was the 
sale of all $40 millions of long-term 
governments and reinvestment in short- 
terms with reduction in the principal 
account of 18% which was invested in 
other than government bonds, mainly 
industrial. 





Significant changes in the common 
stock portfolio were the substantial re- 
duction in holdings of railroads (now 
1.6%), the change in Utilities “from 
30.1°¢ in 1929 to a low of 9.7% in 1937 
and back to 22.9% in °49, with most 
new money in natural gas. Industrials 
ranged from 48.4 in °29 to high of 
76.3 (in °37) and a present 54.8‘. 
Almost a third of industrial stocks held 
on June 30th were Oils, with Chemicals 
and Retail trade securities accounting 
for the next largest proportions of just 
over 12% each. Exclusive of govern- 
ments, the bond portion of the Endow- 
ment Fund was primarily in industrials 
and utilities. 


TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


201 W. FORT STREET -« DETROIT 31, MICHIGAN 
Established 1900 


Compared to book value or cost. 
present value of holdings is 107.7%, and 
shows an average return of 4.31% on 
the former base. 
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GETTING ALONG WITH ATTORNEYS 


AWYERS would seem to be one of 

the most logical sources of new 
trust business for banks. Therefore, it 
behooves bank officials to understand 
lawyers and learn to get along with 
them, and recognize some of their com- 
mon characteristics. Lawyers are very 
independent; most are very vociferous: 
and a great many become, through train- 
ing and experience, very positive, with 
the attitude that their respective clients 
can do no wrong and that their own 
way of doing things is by far the best. 


It follows that if a bank, rightly or 
or wrongly, does something to either a 
lawyer or one of his clients concerning 
which the lawyer takes exception, you 
can expect that the lawyer will sound off 
and possibly do you some harm. By the 
same token, if you acquire an advocate, 
you have a loyal one. 


Obviously, you can’t kowtow to every 
attorney, nor should you, in every in- 
stance, try to placate him if he is at 
odds with you. At the same time, if you 
find a lawyer who objects to something 
your bank is doing and in turn is being 
objectionable about it, you can’t afford 
to stand by and be stuffy while he is 
being huffy. A lawyer can, and often 
will, do you more harm than an adver- 
tising budget will counteract. 


Personal Interviews 


One of the most valuable things I 
learned in a very brief political career 
was this: No matter how irate some- 
one became over some action of mine, 
if I gave that person a chance to blow 
off steam to me personally, it was odds 
on that thereafter he would not be 
actively and vehemently opposed and, 
in many instances, would wind up in 
my corner. | thought I had discovered 
America when this simple procedure 
dawned on-me. Many of you are prob- 
ably practicing it. You will also, on the 
way by, find out a great many things 
that people, and lawyers in particular, 
are thinking or believing about your in- 
stitution, some of which perhaps aren’t 
even true, some of which are only his- 
torically true, some of which you may 


From address at 1949 annual Trust Conference 
of New York State Bankers Assn., Oct. 21. 
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he able to correct but all of which are 
being harbored and working against 
your efforts to acquire new business. 

Before proposing this simple proced- 
ure I visited with a number of lawyers 
and asked them all the same questions: 


1. Do you recommend banks as executors 
and trustees and if not, why not? 


. If you recommend banks as fiduciaries, 
do you try to have yourself designated 
co-executor or co-trustee and if so, why? 


3. If you have had experience with banks 
as executors or trustees, what if any 
actions by the banks were objectionable 
to you? 


Three Trouble Spots 


In answer to the first question, at 
least half the lawyers I talked to stated 


very definitely that they had never so 


recommended a bank. Some had quite 
apparently never had occasion to do so, 
but here are the principal reasons given 
for not recommending a bank when they 
might have done so: 


1. Banks do some rather peculiar things 
with trust estates. When pinned down, 
this reason became historical, appar- 
ently being based on some unhappy ex- 
periences in the early 30’s, or it was 
founded on adverse publicity received 
by banks from time to time. Apparently 
the worthwhile things banks do for the 
benefit of individuals or the community 
don’t reach the newspapers, whereas if 
somebody files a complaint against the 
bank, it becomes top local news. 


2. Some I talked to took the attitude “why 
should I recommend a bank since the 
bank never sends any business to me?” 
At least half of those who advanced this 
reason were laboring under the illusion 
that if a lawyer draws a Will naming 
a bank, the bank will, upon the death 
of the testator, employ the bank’s own 
counsel to handle the estate. 


3. A third reason advanced was that the 
Commercial Department of a bank had 
done something to either the attorney 
or one of his clients to which the at- 
torney had taken serious exception. 

How better to find out what a lawyer 

is thinking than to visit with hiin? At 
the very least, you will have given him 
a chance to tell his story which, believe 
me, will in most instances take the wind 
out of his sails, and in all likelihood you 
will be able through some reasonable 
explanation, diplomatically put, to 


change his whole attitude toward you 
bank. And you might find out some. 
thing you could pass along to you 
Commercial Department that would re. 
dound to its benefit as well. 


Your recent history should be long 
enough and good enough to counterac! 
any unfortunate history of the earl 
30’s and there is usually another side 
to any adverse publicity you may have 
received in connection with recent liti. 
gation. Perhaps the person in charge of 
your public relations should see to it 
that you receive favorable publicity from 
time to time. Finally, it should be easy 
to pass the word along that the bank 
will employ the attorney who drafts a 
Will in which it is named. 


Write-In as Co-Fiduciary 


As to why a lawyer puts himself in as 
co-executor or co-trustee, in a great 
many cases lawyers who are used to 
working with banks no longer do that, 
believing that enough is enough. There 
is no question but that the chief reason 
among those who do, is the greater rate 
of return realized by the attorney when 
he can act in two capacities. I found 
three other reasons in my personal visits. 


First, there are attorneys who do not 
realize that if a bank is designated, the 
attorney drawing the. Will will handle 
the estate. Secondly, at least one attor- 
ney pointed out that, although a bank 
is a permanent institution, the particular 
trust officer in whom he and his clients 
may have faith, is not, and that he and 
his clients feel more secure if they 
have a personal, as well as a corporate, 
fiduciary. This is a troublesome thing, 
it seems to me, for a small institution. 
And, finally, there are instances where 
the client himself wishes to have the 
attorney realize more from the estate 
than just attorneys’ fees. There are a 
number of instances of old family re: 
tainers receiving designations from 
grateful clients. 


I firmly:believe that you will find that 
lawyers “include themselves in” in rela- 
tively few cases and that what has come 
to be thought of as a custom is onl) 
the result of some bad reasoning from 
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the specific to the general. Find out for 
yourselves, and, if I am correct, your 
relations with lawyers will immediately 
start to improve simply because you 
will feel more kindly towards lawyers in 
general. 


Delayed Cooperation 


In what way do banks “rub attorneys 
the wrong way” in the handling of 
estates? I found two to be prevalent. 
Most lawyers I talked to who were not 
used to doing bank work claimed that 
some of the courses of action adopted 
by the banks, whether for efficiency sake 
or otherwise, were too inflexible and 
they had become annoyed with the 
banks’ insistence of handling estates in 
their own way. Perhaps as a ramifica- 
tion, some lawyers objected to having 
the bank seek advice from them and 
then suggest that their own counsel had 
once advised them otherwise. Here 
again, a personal visit would be very 
helpful. Perhaps the bank’s reasons for 
wishing to have uniformity could be set 
forth persuasively, and you might learn 
things about yourself that would help 
you in future dealings. The main thing 
is not so much what you say but the 
manner in which you express it. 

In this connection I'd like to say a 
word about collaborating with attorneys 





in estate planning and the preparation 
of Wills. In my talks with attorneys, 
other than those who considered banks 
evil per se, I did not find any who were 
unwilling to collaborate, or resented col- 
laborating, with trust officers. Most 
stated that they welcomed it. 


If you are having any trouble on 
this score, your timing is poor. You 
cannot expect a lawyer to be happy or 
collaborate with you if you present him 
with an estate plan all worked ont and 
simply ask him to draft a Will. This is 
not only poor policy but is also a bad 
bargain from the point of view of the 
testator and yourselves. No lawyer likes 
to be simply a mechanic. He does his 
best work when he is an architect. If 
the lawyer is expected to take the blame 
for or assume the burden of uphold- 
ing an instrument which he prepares, 
you can’t dictate what should be includ- 
ed in that instrument. 


To get along with lawyers and avoid 
being accused of practicing law, and 
also to give to the testator and later your- 
selves the best service, you should call 
the attorney in at the preliminary stages 
of planning. Also, it seems unwise for 
the bank not to divulge to the attorney 
the size and makeup of the estate. There 
may be a number of things taxwise or 


otherwise that will occur to the attorney 
to the benefit of the estate. Furthermore, 
if the attorney has been handling the 
testator’s work for a good many years, 
he will have incidental knowledge which 
will be a contributing factor in ulti- 
mately arriving at exactly what the tes- 
tator wishes. 


& & @& 


Holds Seminar for Lawyers 
The First National Bank of New Ro- 


chelle, N. Y., held its second annual 
seminar on “Managing Entrusted Prop- 
erty,” at its main office December 3, for 
members of the New Rochelle Bar Asso- 
ciation and local accountants and life 
underwriters. J. P. Cummings, vice 
president and trust officer, was in cha rve 
of the program. 


Benjamin Graham, author of “The In- 
telligent Investor,” and lecturer in fi- 
nance at the Columbia University Grad- 
uate School of Business, discussed “The 
Investment of Entrusted Property”; 
Hamilton McInnes, estate tax attorney 
for the New York State Tax Commis- 
sion, spoke on “The Cost of Transmit- 
ting Property,” and Harold J. Gallagher, 
president of the American Bar Associa- 
tion, appraised “Our Changing Political 
Economy.” 





83 Years’ Fiduciary Experience 


INSURES EXPERT CARE OF YOUR ESTATE 
AND TRUST MATTERS IN NEW YORK STATE 


For expert care of estate and trust matters requir- 
ing special attention, we offer long experience, 
complete facilities, modern operational methods. 


24 offices in Greater New York to cooperate with you 


BROOKLYN TRUST COMPANY 


MAIN OFFICE: 177 Montague Street, Brooklyn 
NEW YORK OFFICE: 26 Broad Street, New York 


New York Clearing House Association 


Federal Reserve System 





Member Federal Deposit Insurance Corporation 
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Valuation of Estates 


MARITAL AND CHARITABLE DEDUCTIONS 


ETHLEEN LASSETER 


Trust Auditor, The First National Bank of Atlanta, Georgia 


HE marital deduction will not cut 

estate taxes in half, as widespread 
publicity has led the general public to 
believe. First and foremost, there must 
be a surviving spouse. In many other 
instances, the deduction would be to ihe 
disadvantage of the combined interest 
of hushand and wife. If the wife has, 
or is likely to inherit from other 
sources, an estate which, when comb‘ned 
with property received from her hus- 
band, will exceed his estate in value, the 
overall estate tax may be greatly in- 
creased, Such an increase may be avoid- 
ed through a will so drawn as to pre- 
clude any property passing to the wife 
which would qualify for the marital 
deduction. 


One of the largest and most widely 
known insurance companies recently is- 
sued a booklet on estate taxes, which 
specifically states that qualifications for 
the marital deduction necessitate arrang- 
ing the estate in a way that great re- 
sponsibility would be thrown on the 
wife. Also, that many men are passing 
up the marital deduction, in the interest 
of estate conservation, because they con- 
sider that the lack of knowledge and 
judgment essential to efficient handling 
of an estate, which the wife likely would 
not have, could be more disastrous than 
the full force of the estate tax. 


Actually, the fullest possible benefits 
of the marital deduction may be ob- 
tained without any respons'bility what- 
soever falling upon the wife. In fact. 
it is not required that she even exercise 
any power of appointment. The right to 
invade the principal of a marital de- 
duction trust is not required either. 


Caution 
Unless provisions are made for pay- 
ment of estate and other death taxes 
from the residue of the estate. the 
amount of the federal estate tax cannot 
be computed until the amount of the 
marital deduction is known, and the 





Excerpts from address at annual meetings of The 
Tennessee Society of Certified Public Accountants 
and The Middle Atlantic States Accounting Con- 
ference, Aug. 27 and Sept. 5. 
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amount of the marital deduction cannot 
be determined until the amount of the 
federal taxes is known. Consequently, 
an involved mathematical problem is 
required wherein two interdependent un- 
known quantities must be determined 
simultaneously. The mathematical prob- 
lem is further complicated by the im- 
position of state estate or inheritance 
taxes. Therefore, let us secretly pray 
that all decedents will leave wills; and, 
secondly, that those wills will contain 
provision for the payment of all estate 
and inheritance taxes from residue. 


A word of caution should be offered 
in regard to two of the conditions for 
qualifying trusts: that the wife must 
be entitled to all the income, and be 
given an unconditional power to ap- 
point the entire corpus to herself or her 
estate. In some states, the executor or 
administrator may elect to withhold in- 
come, or any part thereof, during ad- 
ministration for use in paying debts, 
claims, taxes and other administrative 
expenses. That is frequently done, espe- 
cially if the wife is allowed a year’s 
support or has other means of support. 
in order to conserve desirable assets 
which might otherwise have to be sold. 
If income is withheld on assets which 
would otherwise qualify, the marital 
deduction would be lost. 


If the power to appoint specifies only 








the wife or her estate, under the laws 
of some states it would be an executed 
trust. While it does not seem that under 
such circumstances the marital deduc. 
tion would be defeated, the wife could 
demand distribution of the entire cor- 
pus, thereby removing the assets from 
the trustee’s management. 


Consider Needs 


If the marital deduction trust is more 
than ample for the wife’s needs, and 
there are sons who may need to get 
established in business, or daughters 
who should have debuts and weddings 
befitting their station in life—or other 
possible events definitely connected with 
life and not in contemplation of death— 
the wife can be given the right to make 
direct gifts from the corpus of the trust 
to the children. Such gifts would be 
free of taxes to the extent of gift tax 
exclusions and exemptions. In any 
event, they would greatly reduce the 
combined gift and estate taxes assessed 
against the wife’s estate. 


If there is doubt that the income from 
the marital deduction trust will be suff- 
cient for the wife’s need, the trustee 
should be authorized, in his discretion, 
to invade the corpus of the trust for her 
limited or unlimited benefit. It should 
be provided, if other trusts are created 
for her benefit, that the corpus of this 
trust be exhausted, except for the home- 
place in the event it was left in trust 
rather than devised outright, before the 
corpus of other trusts is invaded, the 
object being to consume first the as- 
sets which would be subject to estate 
tax in her estate. 


If the residue of the estate is con: 
siderably greater in value than the mari- 
tal deduction trust, a second trust can 
be created, also for the benefit of the 
wife, such benefits to cease, if desired, 
upon her remarriage. If she is not like- 
ly to need the income, it may be payable 
to the children, in order to put the ir- 
come in a lower bracket. Invasion of 
corpus for the benefit of the children. 
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if allowed, should be provided in this 
trust. [f it is not certain that the income 
from this trust will be needed for the 
wife or children, the trustee may be 
authorized, in some states, to accumu- 
late the income, that also being to 
reduce income tax. 


Assuring Deduction for Charity 


Provisions for encroachment of cor- 
pus for the benefit of life tenants is 
perhaps the most common cause for dis- 
allowance of the charitable deduction. 
If the provision for invasion is unlimi- 
ted, it is especially susceptible to con- 
tention by the Treasury that the be- 
quest is indefinite or uncertain. 


One will probated recently took care 
of that point most effectively. The entire 
residue, which should net at least a half- 
million dollars after estate taxes, was 
left in trust for the benefit of decedent's 
wife, with the remainder over to charity. 
Two trusts, however, were created. The 
entire income from both is payable to 
the wife for her lifetime. One trust, in 
the amount of $50,000, has the broadest 
possible provisions for invasion of cor- 
pus. The other trust, which will consist 
of the remainder of the residue, has 
no invasion provisions. 


Often the life tenant has an assured 





personal income from other sources that 
is more than sufficient to cover every 
possible need, and any additional in- 
come would only increase personal in- 
come tax liability. Under such circum- 
stances, the possible loss of the tax 
deduction may be avoided by the life 
tenant’s exercising a disclaimer of all 
rights to the income and/or corpus. 
The disclaimer must be absolutely irre- 
vocable, and be made prior to the date 
prescribed for filing the estate tax re- 
turn. There must be no evidence of 
acknowledgement of the bequest in any 
form, or that the person exercising the 
disclaimer ever had possession of the 
property. 


A recent case presents what is per- 
haps the prize example in the disallow- 
ance of a deduction for a charitable 
remainder on the ground that the be- 
quest was contingent. Two equal resi- 
duary trusts were created for the dece- 
dent’s wife and mother. Income from 
one trust was payable to his wife during 
life, with the remainder to any child 
or children, and the further provision 
that, if a living posthumous child should 
be born to his wife after his death, such 
posthumous child would be entitled to 
the same share of the estate that it 
would have received had it been born 





prior to the decedent’s death. In the 
event no child should be born, the resi- 
due was bequeathed to a charitable 
foundation. 

The deduction was disallowed by the 
Treasury on the ground, in substance, 
that on the date of death, it was not 
an ascertainable fact that his wife would 
not have a posthumous child, and there- 
fore the bequest, being contingent, was 
not deductible. A desperate attempt was 
even made to have the wife’s statement 
that she was not pregnant on that date 
declared inadmissible evidence on the 
ground that, not being a medical expert, 
she was not qualified to render an opin- 
ion on that point. Had that contention 
been upheld by the courts, every be- 
quest of a charitable remainder could 
be held to be contingent. On the date of 
death there is never any proof that a 
will will be admitted to solemn probate, 
or that there will be a remainder. 


Optional Valuation 


Making the decision as to whether 
date of death values or optional date 
values, one year from date of death, 
should be, used in filing the estate tax 
return, is a gamble. Being dependent 
upon a number of factors aside from 
the aggregate of determined values as of 
those two dates, it can in some estates 
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be one of the most important problems 
in filing an estate tax return. 

The optional valuation date has no 
effect on the amount of accrued items 
that are includible in the gross estate, 
even though on the optional date there 
may have been no accrued items. Ordi- 
narily, any property distributed, sold, 
exchanged, or otherwise disposed of 
during the year is valued as of the 
date of such disposition. That value, 
however, must be adjusted in respect 
to any difference in its value, not due to 
such lapse of time. If an extraordinary 
cash dividend has been declared during 


Se ee 


Fast 
Collection 
Facilities... 


THE 


NATIONAL CITY BANK 


——= OF CLEVELAND = 


\ONAL (7 
4) ‘Ne, 


>) % Fourth Federal 
, @ 
pot ‘ & ReserveDistrict 
¢ I 
ty, P 
“AND's OLDE” 


the year, the Treasury will likely con- 
strue it to have been in the nature of a 
liquidating dividend, and insist upon 
adding it to the optional date value, 
though it has been ruled that ordinary 
income during the year is not to be 
included, when optional date values are 
used. 


If a deduction for a charitable re- 
mainder is involved, only changes in 
value during the year, not due to lapse 
of time, will be recognized if the option 
is exercised. Thus, if the sole tenant 
should die during the year, the value 
of the charitable deduction would be 
based, nevertheless, on the life expect- 
ancy of the life tenant at the date of 
death of the testator. 


Similarly, any interests deductible un- 
der marital deduction provisions must 
be valued as of date of death, adjusted 
only for any difference in value on 
optional date not due to lapse of time, 
or to the occurrence or non-occurrence 
of some contingency. Election to use 
optional values does not extend the 
time for determining the character of 
the interest passing to the surviving 
spouse. If the subject property did not 
qualify for the marital deduction on 
date of death because of a contingency, 
but the contingency was removed com- 
pletely during the year, the property 
will not be considered to qualify for 
the marital deduction on the optional 
date. 

Consideration must also be given the 
fact that the picture can be changed 
completely by the inclusion in the gross 
estate of even one item that the execu- 
tor had treated as excluded property, 
such as a transfer during life which the 
Treasury determines to have been’ in 
contemplation of death. Consequently, 
in determining which valuation date is 
most advantageous to the estate, aggre- 
gate values including excluded property 
must not be overlooked. 


Exceptional Valuation Cases 


At times, even though the aggregate 
of optional date values as determined 
by the executor is considerably less, it 
may still be advisable to use date of 
death values. In one case, a noted speci- 
alist, knowing that his days were limited, 
took a young doctor into practice with 
him, under an agreement that, from 
the date of decedent’s death, the pur. 
chaser would pay to the decedent’s 
estate $500 per month for five years. 
Since the contract contained a provision 
for cancellation in event of the death or 
disability of the purchaser, it was sub- 
ject to a substantial discount as of 
date of death. By the end of the year 
from date of death, the young doctor 
had paid well over half of the payments 
that were due over the five year period. 
Under optional values, only the unpaid 
balance would have been subject to dis- 
count, and any discount claimed would 
have been more difficult to sustain. Con- 
sequently, date of death values were con- 
sidered to be advantageous to the estate. 

In another estate, a substantial part 
of the assets consisted of stock in a 
closely held corporation which was a 
family affair. Under ordinary circum- 
stances the value of that stock could 
not have been reasonably considered 
to fluctuate to any great extent within 
the period of a year. In the year in- 
volved, however, the corporation showed 
abnormal profits. Foreseeing the possi- 
bility of the Treasury’s, taking advan- 
tage of the abnormal profits in deter- 
mining the value of stock, date of death 
values were used despite the fact that 
the aggregate was somewhat higher. 


In another estate, optional values 
were used for several reasons despite a 
generally higher market. To raise funds 
for estate taxes and other administra- 
tive purposes, it had been necessary to 
sell 20 out of 100 shares of stock in 
the family’s holding company. The im- 
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portance of the issue involved may be 
emphasized by stating that the 20 shares 
sold for $43,500 per share. Realizing 
that any valuation considered fair to 
the estate would quite likely be sub- 
stantially increased by the Treasury, 
optional date values were used in an 
attempt to deftnitely establish the value 
of at least the 20 shares sold. The 
sale was made only a few days before 
the optional date in the further hope 
that the value for the other 80 shares 
would likewise be established. Another 
influencing factor was the fact that eco- 
nomic conditions on optional date were 
less favorable to the sale of the type of 
stock involved. 

Conditions existing at date of death 
are more favorable to lower values in 
many instances, especially in regard to 
interests in a business. In one estate the 
assets were comprised largely of a 
majority interest in a closely held corpo- 
ration, more or less a one man affair. 
The major source of its profits was a 
franchise which was cancellable upon 
thirty days notice. Since individual own- 
ership was the prime factor in the earn- 
ing capacity of the company, a very 
gloomy picture of prospects could be 
painted as of date of death. By the end 
of the year and after considerable effort, 
however, the executor had _ obtained 
reasonable assurance of holding the 
franchise, and the young man to whom 
management had reluctantly been en- 
trusted had proved that he could make 
the business earn even greater profits 
than the decedent had. 

The greatest valuation problems, from 
the standpoint of number and potential 
tax liability, arise from stocks in close 
corporations, stocks in holding com- 
panies, and large blocks of stock. All 
three were involved in a recent suc- 
cessfully litigated case, previously re- 
ferred to. The evidence was instrumental 
in obtaining a $214 million refund. 
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The brilliant testimony of one of the 
star witnesses for the plaintiff, a widely 
known and highly successful stock 
broker, furnishes an excellent list of 
points for consideration in the valua- 
tion of stock under the circumstances. 
Basically, he arrived at his valuation of 
$41,000 per share by valuing the under- 
lying assets individually, and by apply- 
ing to the aggregate the discount he felt 
was warranted by reason of the stock’s 
being a minority interest. 


In valuing the bottling company 
stocks consideration was given book 
value, working capital, earnings, per 
capita consumption, nature of territory, 
whether undeveloped or near the satura- 
tion point, and the fact that a minority 
interest had no call over management. 


In considering the discount applicable 
to the aggregate value of the underlying 
assets by reason of the estate’s having 
a minority interest in a holding com- 
pany, the holding company was com- 
pared to a closed end investment trust, 
stock in which usually sells at a dis- 
count of 30 to 35% under the value 
of the underlying assets. 


Income Tax Basis 


A few valuation problems not related 
to the estate tax return should be 
mentioned. When property in kind is 
delivered in payment of a bequest of 
specified amount, fair market value on 
distribution date must be used. Timing 
is quite important in such cases. If 
distribution is made within the year 
from date of death and optional values 
are used, the distribution value becomes 
the estate tax value. If distribution is 
made after the end of the year, or date 
of death values are used, there most 
likely will be a gain or loss on the 
distribution. Any appreciation in dis- 
tribution value is taxable as a corpus 
gain to the fiduciary. 
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It is not assured, however, that a 
loss may be taken for any depreciation 
in distribution value. If property that 
has depreciated in value is to be used 
to satisfy such bequests, the property 
should be sold by the executor and the 
proceeds distributed. The same is ap- 
plicable to property transferred during 
life as a gift. Local state law is a mate- 
rial factor in determining the date 
which fixes the value of property in 
kind delivered in payment of support 
of dependents. Appreciated property 
may be distributed as residue without 
any gain to the executor. 
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This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 
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Reference should be made to the introduc- 
tory article, July 1949, outlining the inter- 
pretation of the figures. The complete index 
back to 1935 appears quarterly. — Editor’s 
Note. 
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URING the recent World War, the 

expression V. I. P. was used to 
describe “very important persons” who 
were expected to arrive in a War Zone. 
or on some special mission. 


To trust institutions the V. I. P.s are 
our customers, young and old, and those 
outside of the trust field with whom we 
have close relationships as we seek 
mutually to develop the interests and 
solve the problems of our trust custom- 
ers. 

It is an aim of all trustment to con- 
duct their business so that trust custom- 
ers will know and can say that the fiduci- 
ary service received has helped measur- 
ably in meeting financial requirements 
and in making life for them and their 
families more secure, satisfying and 
pleasant. It is a further aim to conduct 
these relationships in such manner that 
the customer, regardless of size of ac- 
count, shall feel that the trustman is 
truly interested in his or her welfare. 


We must equip ourselves and our as- 
sociates so that we can counsel with a 
man in the early stages of his estate 
program. As a young man he may need 
the maximum amount of life insurance 
he can carry to protect his family. He 
may need to revise this plan as his 
children reach the years of higher edu- 
cation and his business interests expand. 
And later he may need assistance in 
working out a financial program for the 
years after retirement from active busi- 
ness. There should be in effect at all 
times a plan for the protection of his 
family if death suddenly comes. 


He may need for himself and his busi- 
ness associates advice about pension 
plans for employees and assistance in 
corporate trust matters. He may reach 
a point where an analysis of his estate 
shows the need of a public listing and 
sale of shares of stock of a company 
which theretofore has been closely held. 
Too frequently the failure to recognize 
this last need and to give assistance to 
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BROADENING THE BASE OF TRUST SERVICE 


JOHN W. REMINGTON 


Vice President, Lincoln Rochester Trust Co., Rochester, N. Y.; 
President, Trust Division, American Bankers Association 


correct the situation has left an estate 
with so little liquidity that the sale of 
stock or business interest has been made 
necessary at great sacrifice after the 
owner’s death. 


It is not enough for us to assist such 
a man when he comes to us. We should 
be alert and able to raise the question 
in order to inaugurate a program which 
may lead to a proper solution. 


The American Bar Association and 
the Trust Division of the American 
Bankers Association, through the Joint 
Conference Group, has proved a splen- 
did help in clarifying the relationships 
between lawyers and trustmen. Many 
state and local associations have worked 
in close harmony in developing an un- 
derstanding of the part each one should 
take in safeguarding the interest of the 
people whom both lawyer and trustmen 
seek to serve in the best possible man- 
ner. 

The evolution of our relationships 
with life insurance men has followed 
a similar pattern of cooperation. More 
recently we have realized that in certain 
situations the advice and assistance of 
the accountant is essential in formula- 
ting a sound estate program. 


Trust Service Essential 


It is quite right that we ask ourselves 
and that others inquire of us if the fi- 
duciary services which we are offering 
to our customers are essential. sufficient, 
and satisfactory. 

A capitalistic system requires capital 
and savings must exist in order to 
create new capital. In order to put 
savings effectively into productivity, in- 
vestments must be made. Deposits in 
savings banks and other financial insti- 
tutions permit the investment of large 
sums in government and municipal 
bonds, mortgages, and in the obligations 
of corporate enterprises. 


But many individuals who have accu- 
mulated funds desire to make invest- 
ments in broader fields and in a manner 















that looks forward to a program which 
can protect all members of the family 
and dependents who should 
benefits. 


receive 


Trusteeship has proved itself worthy 
and the best way to give protection, at 
a moderate cost, in carrying out the 
desires of the creator or conservator of 
wealth. 


Yes, we are in a business which is 
essential. While there is a capitalistic 
sysiem and savings are made there 
should be a method which can assure 
the preservation of those savings. 


Sufficient and Satisfactory? 


We should broaden our base to be 
certain that we can give all the services 
required and can serve all the custom- 
ers who need our assistance and will 
pay for these services at a cost which 
will permit us a profit commensurate 
with the work and the responsibility in- 
volved. 


Through the management of living 
trusts, custodianships or safekeeping 
accounts we can become familiar with a 
family’s program and general planning. 
Such a relationship will lead to mutual 
confidence so that plans can be formu- 
lated which will produce maximum 
benefits to members of the family upon 


death. 


Satisfactory Service 


If we cannot serv: our customers 
properly, there is no need for our trust 
service. We should be alert constantly 
to their needs. Our Committee on Trust 
Information made a noteworthy contri- 
bution when it completed the manual 
“Staff Relations with Trust Customers.” 


As trustmen we have a challenge and 
a great opportunity to develop our pro- 
cedures and the people who make up 
our organization so that everything 
within reason is done to make our re- 
lationships with our customers and those 
naturally associated with them and with 
us friendly and constructive. 
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EQUITIES AS INFLATION HEDGE 


RECENT EUROPEAN AND AMERICAN RESULTS 


A. WILFRED MAY 


Executive Editor, Commercial & Financial Chronicle; 
Member of Faculty, The New School for Social Research 


ATA just amassed in France, 

Switzerland, Italy and England 
shows how various media for capital- 
employment have fared during the pe- 
riod extending back to the World War’s 
outbreak. France is particularly inter- 
esting because of its traditional “real 
property-mindedness” and related pre- 
dilection of rank-and-file gold-holding. 


In France more than any other coun- 
try the rentier has suffered both abso- 
lutely and as compared with other seg- 
ments of the community. In the face of 
his 1714-fold increase in the cost of 
living since 1939, the price of govern- 
ment bonds has declined by 40%. The 
holders of common stocks, as well as 
of land and gold, fared far better than 
holders of currency. Gold has enjoyed 
a 25-fold increase, equivalent to a real 
improvement of 50% in the holder’s 
economic position; rural land has bene- 
fited from a 20-time increase; and the 
market price of common stocks has 
risen 1] times—equivalent to a 33% 
decline in the shareholder’s real position. 
Salaries and wages also have risen less 
than the cost of living. 


In comparing gold, land, and equity 
results, the factor of dividend-income 
must be recognized as a partial offset. 
This demonstration that equity shares 
have done better than fixed-interest but 
have not kept up with depreciation of 
the currency, also applied to the infla- 


tion following World War I. 


Equity SHARE RisEs AS OFFSET TO 


CurRENCY DEPRECIATION, 1938-1949 
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_From October 27th issue of Commercial & Finan- 
cial Chronicle. 
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In Italy the National Index of Cost of 
Living, with 1938 equalling 100, is now 
at 4,800, after a maximum 5,000 last 
May. The citizen would have offset 
29% of this rise by putting capital into 
common stocks (indices of the principal 
shares listed on the Milan Stock Ex- 
change now average 1,347 with 1938 as 
100). The price of government obliga- 
tions has declined by 3%, with the 
yield very slightly higher. The price of 
gold since 1944, when the information 
become available, has just kept pace with 
the rise in common stocks. 


ATTENTION: 


In Switzerland, that capitalist oasis 
and seemingly permanent haven for 
refugee capital, the equity share-cur- 
rency depreciation record has been sim- 
ilar to that in “confetti-currency” Italy, 
as well as to that of “soft” France. Since 
1938 the cost of living in this hard-cur- 
rency land rose by 60% (versus 90% 
in the U. S.), but Swiss industrial com- 
mon stocks gained only 19%. The price 
of Federal bonds rose by about 3%, 
with a 10% decrease in their yield (ow- 
ing to lower coupon rates). 


The Swiss stockholder thus has had 


Trustees of Estates, Colleges, 
Endowments and Institutions 


10 East 45TH STREET 


“The time-tested, successful, proven record of perform- 
ance of the mutual companies eliminates the great risks 
involved in selecting managers ... of endowment, trust 
and pension funds. Trustees. . . can be relieved of onerous 
administrative duties and investment responsibilities by 
reliance on such proven management. Economies in admin- 
istration and accounting are also valuable by-products not 
to be ignored. If ... trustees are well advised, they will 
take advantage of the proven services of the many and 
varied mutual investment companies... .” 

—O. GLENN SAXON 


Professor of Economics, Yale University 


For information on how Mutual Funds can hel» you, 
write the Manager. 


MUTUAL FUNDS DEPARTMENT 
Recommendations based solely on your needs 


KIDDER, PEABODY ®& CO. 


Members New York Stock Exchange 
New York 17, N. Y. 








a real loss of about 40% through the 
decline in the value of his currency. 


British Experience Analogy 


The comparable performance here in 
Britain is particularly interesting be- 
cause of the London “City’s” activity 
decline similar to Wall Street, and be- 
cause of the impact of the Labor Gov- 
ernment’s accession to power in 1945, 
with its analogy to Truman “Welfare- 
Statism.” Following are indices of the 
cost of living, and of industrial equity 
share prices (based on 1914 equalling 
100 in both cases) : 


Cost of Indust. Yield 
Year Living Equities on Consols. 
1938 _ : 156 110 £3.9.11 
1939 158 98 3.15.5 
1940 184 80 3.8.9 
1941 199 90 3.12 
1942 200 110 3.-.9 
1943 199 127 3.1.31 
1944 201 145 32.- 
1945 202 160 2.17.4 
1946 ; 202 180 2.12.5 
1947 204 175 2.15.10 
1948 214 155 3.3.6 
1949 (Sept.) 222 145 37.- 


Thus the stockholder, based on the 
average performance, since prewar gain- 
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OBLIGATION 


One of the greatest opportunities Americans have, in this free economy 
of ours, is the opportunity to ‘nvest — to provide, through sound 


investment, for the future. 


But this opportunity, like every opportunity, entails a corresponding 
obligation—an obligation that is fulfilled by investment in the 


securities of American industry. 


For it is invested dollars that keep the wheels turning, the blast furnaces 
fired, the production lines humming. Without American dollars at work 


in American industry, this country . . 


out of business. 


- your country... 


would be 


That's why it 7s the obligation — as well as the opportunity — of every 
good citizen to invest regularly in safe, sound American securities that 
offer a fair rate of return. Only thus can industry continue to provide more 
and better goods for more people, to expand its facilities to serve, 

to find new horizons — vital needs in a healthy American economy. 


And only thus can you insure the continuance of the way of life that 
enables you to work and prosper. No investment you can make offers 


you a greater return. 


R. W. Pressprich & Co. 


68 William Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES * INVESTMENT STOCKS 











ed an appreciation of 32% while he 
was facing a net rise in his cost of liy. 
ing of 42%. The holder of government 
obligations has experienced slight de. 
clines in both market price and yield 
(due to a lower coupon rate). 


The wage-earner during the period 
has enjuyed a net gain in real income. 


Since 1945 the Labor regime has 
been particularly rough on the share. 
holder. Net, he has had a 10% shrink. 
age in his capital, while the cost of liv- 
ing has risen by 10% under socializa- 
tion. 


Partial Protection 


In the U. S., based on their respective 
1935-1939 averages, common stocks 
have gained 25%, high-grade bonds 
have risen 4‘%; while the cost of living 
(Department of Commerce Index) has 
increased 95%, or 86% (according to 
Consumer Price Index of Department 
of Labor). 


Thus, there has been a virtual capital 
levy applied to the real value of gov- 
ernment bonds, savings and cash of al- 
most 50%, and against common stocks 
of 35%. 

Equity investment has, in all coun- 
tries, afforded some protection against 
recent declines in purchasing power— 
although in no case a complete offset. 


It is interesting to note that since 
the British Labor Government’s advent 
in 1945, the protection has been “minus” 
—that is, shares have declined absolute- 
ly, versus the continuing cost-of-living 
rise—possibly due to discriminatory 
policies in tax and other fields. 

In the United States, during the period 
comprising the entire decade, the stock- 
holder has fared considerably worse 
marketwise than have his British and 
French cousins, slightly worse than the 
Swiss, and about the same as in Italy. 


Capital gains taxation must be rec- 
ognized as limiting advantage to United 
States securities-holding. Nevertheless, 
it apparently may be concluded that, 
conforming also to tests of the compara- 
tive earnings- and dividend-yields, the 
United States equity share over the long: 
term is behind that in other countries: 
and that it at least constitutes one of 
the “must” investment media in_ the 
capitalist’s diversified defensive opera- 
tions. 

A A A 

The New York Community Trust dis: 
bursed $470,580 for charitable purposes 
in the first three quarters of 1949. It 
was the largest volume of outpayments 
made in any corresponding period. 
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SECOND PHASE OF READJUSTMENT 


MURRAY SHIELDS 


Vice President and Economist, Bank of the Manhattan Company, New York 


T is likely that some of the economic 

stimulative influences introduced by 
the government around mid-year will 
have worn themselves out in a few 
months, in which event we should be 
ready for the second phase of the post- 
war readjustment. This phase might well 
involve a reduction in export demand, 
the tapering off of stockpiling opera- 
tions, moderate declines in a number 
of industries, such as automobiles and 
housing, which appear to be about ready 
for a delayed transition from sellers’ to 
buyer's markets, and an accelerated de- 
cline in capital outlays by business. 

While such a combination of forces 
could easily bring the level of business 
to a lower “low” than was recorded in 
July of this year, virtually no one ex- 
pects that it would be more than a “re- 
adjustment-recession” since the stage 
does not appear to be set for a great 
cyclical depression. The basis for a rea- 
sonably good level of business is to be 
found in the rapid increase in our pop- 
ulation, which increases markets; the 
revolution in industrial technology, 
which stimulates investment, and in the 
far-from-weak financial position of our 
citizens and our business concerns: 
which provides assurance against finan- 
cial crisis. 

It appears that unless government pol- 
icies are changed we face a long period 
of readjustment, in which business is 
not likely to be either very good or very 
bad and which might well be described 
as a “no boom-no bust” period with 
competition intense, profits low, unem- 
ployment high enough to be uncomfor- 
table but not high enough to bring a 
crisis, and the whole process of capital 
expansion grinding slowly to a halt. 

What this nation needs desperately is 
a set of practical, sound and effective 
pro-prosperity policies. In my personal 
view, it is not only desirable but neces- 
sary for the Federal Government to— 


(1) dissipate any fears that govern- 
ment finances are out of control by 
making an immediate reduction in gov- 
ernment expenditures of the $3-$5 
billion which competent observers as- 
sume to be both feasible and essential 
and by refunding a substantial portion 
of the floating debt into intermediate 


Pe recent address to Virginia Manufacturers 
ssn. 
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or long-term bonds with maturities and 
coupons attractive to institutional and 
individual investors; 


(2) give the taxpayer some hope by 
stating publicly that there will be no 
new taxes and that the government is 
looking forward to the time when im- 
provement in the international situation 
will justify a contraction of $10-$15 bil- 
lion in government outlays which would 
permit a substantial reduction in tax 
rates and a reduction in the debt; 


(3) shift its policies with respect to 
public works, relief and loan activities 
so that instead of using them to perpet- 
uate the boom or to prevent desirable 
readjustments in the economy they are 
held in readiness for use if necessary to 
alleviate fear of mass unemployment; 


(4) stimulate individual and business 
investment by requesting that Congress 
eliminate capital gains taxes, alleviate 
double taxation of corporate dividends, 
permit a moderate acceleration of de- 
preciation on expenditures for new capi- 
tal improvements, remove the more on- 
erous restrictions in Section 102 of ihe 
Internal Revenue Code, give personal 
tax exemption to a small amount of 
income from securities and relax the 
restrictions on margin requirements— 
steps which would reduce government 
revenues only moderately but have an 
stimulative effect on the 
entire economy; 


impressively 


(5) mitigate the justifiable fear of 
vacillation or violence in credit policy 
by formal abandonment of the pegs on 
U. S. Government security yields by the 
Federal Reserve Board; 


(6) advocate a labor law which is 
fair to the public, management and or- 
ganized labor alike and demand that 
the unions cooperate with management 
in the elimination of featherbedding in- 
efficiencies which sap the nation’s 
strength and hold the standard of living 
down: 


(7) issue a directive to government 
regulatory agencies calling for an end 
to unnecessary harassment of business 
and to the talk about subsidies for gov- 
ernment plants—a shift to reasonable 
pro-business policies not requiring that 
the government grant favors to business 
but merely that it should stop persecu- 
ting it. 


THE IMPORTANT — 
BALANCE SHEET | 
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Reserve’ established by 
American Appraisal 
Service shows that. 
plant values exceed 
book values by $2.54 
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Dividends were declared by the 
Board of Directors on 
November 17, 1949, as follows: 


4% Cumulative Preferred Stock 
31st Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 


Both dividends are payable December 30, 
1949, to stockholders of record at the 
close of business December 9, 1949 


Checks will be mailed. 
Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 
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EDUCATING TOMORROW'S BUSINESSMEN 


QUINCY PLAN OF BANK-INDUSTRY—SCHOOL COOPERATION 


MELVIN C. JACK, M.S. E. 


Head of Commercial Department, North Quincy (Mass.) High Scheol 


HE commercial department of the 

North Quincy High School was in- 
augurated at the time of its establish- 
ment as a senior high school in 1932. 
Its function is to furnish a functional 
business training for those high school 
pupils whose immediate objective upon 
graduation is to enter the business field. 


From the beginning, it has been the 
opinion of those responsible for the 
operation of this department, that com- 
mercial education was not, and should 
never become, an activity pertaining 
only to the pupils and the school teach- 
ers. Instead, this process of training 
pupils to enter the field of business 
must at all times be regarded as an edu- 
cational program in which the business 
man—the ultimate user or consumer of 
our “product”—is a dominant factor. 


More than ever before in the history 
of business there is a need for a greater 
number of clerically trained employees 
in all types of business. We are opera- 
ting in an era of record keeping—not 
only are business executives more rec- 
ord-conscious but with the voluminous 
reports and attendant records required 
by Federal, state, and sometimes city 
governments, the need for well trained 


clerical employees is the greatest it has 
ever been. 


Advanced Job Training 


It is the job of the local high schools 
in the individual communities to train 
and provide our banks, insurance com- 
panies and industry as a whole with this 
type of employee. If the schools are to 
be wholly effective in this important 
job, there must be a close relationship 
between the commercial study depart- 
ments and the executives of local busi- 
ness concerns. 


Not only must the business man, the 
banker, the manufacturer, the merchan- 
diser, be willing to cooperate in provid- 
ing the school with information about 
his business, his methods of operation, 
factors peculiar to his own field of en- 
deavor, but he must actually suggest 
changes in educational policy and sub- 
ject matter which, when put into opera- 
tion, will result in a better trained grad- 
uate. The greater the cooperation the 
more willing business executives are to 
provide information about their busi- 
ness, the less money, in terms of wages, 
it is going to cost these same business 
men for “on the job” training. The 








As part of their training for work in the business world, a group of high school students 
visits a local bank where practical instruction is given. 
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more specific knowledge a pupil ac- 
quires about an individual business 
while in school, the sooner that pupil 
produces, for the employing company, 
an amount of work comparable to the 
wages paid. 


Three Part Program 


In attaining this goal, the commercial 
department of this school has taken the 
following steps: 

1. Arranged for group visitations to 
to banks, insurance companies, 
and industrial concerns to observe 
“on the job” activities and “real 
business situations.” 

. Brought in, from local banks and 
other concerns, speakers who 
could give a firsthand picture of 
their particular business, and who 
could answer specific questions on 
initial job and promotional possi- 
bilities in that field. 

. Where such material is available 
(and useful) made use of motion 
pictures and other visual aid ma- 
terials provided by business. 


We have asked the various types of 
businesses to provide us with a list of 
the vocabulary peculiar to their busi- 
ness. We, in turn, have adapted our 
teaching to make use of these vocabu- 
laries in our stenographic work. our 
general office practice classes, and our 
bookkeeping instruction. In other words, 
we have attempted to familiarize the 
pupil with as many as possible of the 
words peculiar to our local industries. 


Bank Tours and Speakers 


We have found the local banks more 
than willing to cooperate in this pro- 
gram. Bank officers and public rela- 
tions men have spoken to our pupils, 
visits by groups to the local banks have 
been made, and the banks have been 
very generous of their time in permit- 
ting us to send certain specialized 
groups, e.g., a small group particularly 
interested in accounting, to spend time 
in observing the specific procedures in 
bank bookkeeping. Other smaller groups 
have observed the work of the tellers 
and other definite “job operations.” 


TRUSTS AND ESTATES 
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This no doubt accounts for the fact 
that hardly a bank in the city of Quincy, 
and there are eleven of them, but what 
has one or more of our commercial de- 
partment graduates in its employ. We 
have a standing request from some of 
the Boston banks for our graduates. 


How successful this policy has been 
is indicated by the fact that every year 
all of the graduates of our department 
are placed in permanent jobs long be- 
for the date of their graduation. At the 
time of this writing, we have requests 
for 26 of this year’s graduation class 
or about 70 percent of the class. Even 
in the depression years of 1934-1937, a 
survey of our graduates showed that 
slightly over 80% of them were em- 
ployed in permanent business positions 
for which they had received training in 
their commercial courses in high school. 
Certainly the above figures bear out our 
theory that such organized cooperation 
“pays off” in dollars and cents to both 
the employer and the employee. 


Coordinating Needs and Studies 


There is still a large field of activi- 
ties that could be developed to bring 
our business men closer to our public 
schools which give business training. It 
would seem entirely logical for a pro- 
gram of this kind to be sponsored by 
the banking interests, for no other group 
is in such an advantageous position to 
act as a coordinating agency in any 
community. The banks are in direct 
contact with all of the business con- 
cerns and with all of the public, and 
could be a great influence in correlating 
the business teaching of any community 
with the needs of business. Business 
teaching must be kept up to date; it 
must also “pace” modern business 
methods. 


Through a news-letter column in the 
school paper, pertinent information is 
brought from personnel managers, and 
from business and public opinion sur- 
veys which provide guidance in select- 
ing a growing field of business activity, 
in getting a job and advancing in it. A 
main purpose of these commentaries is 
to suggest ways in which the student 
may best develop his interests during 
the three years of preparation for entry 
to the business world. For example, one 
column related ten “commandments” 
for job-seekers, another quoted a promi- 
nent Boston engineering executive's re- 
marks on current “Isms that endangered 
personal or business progress.” 


If the banks are to act as an activator 
in this business of “bringing business 
into the business departments” of the 
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schools they must train their speakers 
to present their material in a manner 
understandable to a high-school age 
audience To many speakers, experts in 
their own field, fail completely in mak- 
ing their talk understandable to their 
secondary school audience. Special 
qualities are needed for this type of 
speaker and much damage can be done 
by a poor speaker. The greater use of 
charts or other visual aids would also 
be of great assistance to clarity and 
audience interest. 

Our own banks have been of tre- 
mendous value in this connection and 
we feel that others who initiate such a 
cooperative project will find the results 
surprisingly gratifying. Such coopera- 
tion can stem from either side, but it 
is felt that such a program initiated by 
the banks will carry even more weight 
than one initiated by the schools. 


Pre-job education in cooperation 
with local business can be of value to 
the student in many ways: helping him 
better select his career, providing a 
wider view than a specialized job may 
allow, giving advance familiarity with 
the tools, techniques and _trade-talk, 
and giving understanding of the vari- 
ous relationships and responsibilities of 
business service. To the employer, the 
advantages are apparent in these days 
of high training costs, and the personal 
contacts go far to promote better public 
relations as well as opportunities for 
more intelligent placement. 


A AA 


Expands Industry Tours 


Junior business training students of 
Stamford, Connecticut, have been intro- 
duced to the close connection between 
industry and banking through the “In- 
side Free Enterprise” tours sponsored 
by The Stamford Trust Company. These 
tours, designed to show basic phases 
of America’s free economy as depicted 
in the Stamford area, represent both re- 
finement and expansion of the original 
program inaugurated by Harold E. 
Rider, President of the Bank, in Janu- 
ary, 1949. 

In earlier tours Stamford Trust took 
students through only the Bank itself, 
showing them the lobby displays of 
Stamford’s local industries. The new 
tour, however, includes visits to local 
industrial plants. 

Though bus transportation provided 
by the bank has increased substanti- 
ally both the scope and cost of the 
undertaking, plans call for further ex- 
pansion as the program develops. 
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STOCKHOLDER 


RELATIONSHIP 


IVAN WRIGHT 


N these days of the greatest volume 
| savings in history and the small 
interest in risk capital, corporate direc- 
tors and enterprises have been searching 
for ways and means to increase the in- 
terest and confidence of their stock- 
holders. Under the heading of stock- 
holder relations a great variety of 
schemes have been hatched up to en- 
courage stockholders to take an inter- 
est in their companies and to encourage 
new investors to buy stock. These efforts 
vary from individual letters from the 
presidents of the companies to very 
detailed and elaborate annual and 
quarterly reports. 


Of course, a stockholder is interested 
in anything affecting the future of the 
company in which he has invested his 
money. If there is any one who invests 
in stock with the purposes of a normal 
investor and who has any other motive 
than that of making more money by 
capital appreciation or income, it would 
be most interesting to know what these 
motives are. With the motives of in- 


Excerpts from an article in The Commercial and 
Financial Chronicle. 


Union CARBIDE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared. payable Janu- 
ary 3, 1950 to stockholders of rec- 
ord at the close of business Decem- 
ber 2, 1949. 


MORSE G. DIAL, 


Vice-President and Treasurer 








80th Consecutive 
Quarterly Dividend 
Distribution 


This distribution of 40 cents per 
share (approximatety 18 cents 
from ordinary net income and 22 
cents from net realized securities 
profits) is payable on December 
28, 1949, to stockholders of rec- 
ord December 9, 1949. 

WALTER L. MORGAN 


Philadelphia President 


vestors being rather exacting, the prob- 
lem of the corporation thta would keep 
its present stockholders and gain new 
ones is simplified. It is reduced to the 
single problem of appealing to the stock 
investor with the evidence that the cor- 
poration is going to increase its profits 
and increase the dividends it pays to 
the stockholders, or by virtue of the 
increased profits the price of the stock 
will be justified in advancing and he 
will gain through the appreciation in 
the value of his stock. 


Every informed stockholder will be 
glad to know the success of his company 
in winning the battles of production. 
But his real interest is in the results— 
how much is the stock going to earn? 
How long are these earnings going to 
continue? How much can the sale of 
the product be increased? Will profits 
rise with the increased volume? Can 
the costs of operation and sales be re- 
duced? How permanent is this trend of 
production and income? When are we 
going to run into the inevitable read- 
justment with a decline in production 
and sales and its accompanying decline 
in profits? 


Holding Stockholders 


Because of the stockholder’s direct 
and simple interest in profits and capital 
appreciation, the problem resolves it- 
self down to a simple analysis of the 
corporation and its prospects in com- 
parison with other corporations bid- 
ding for his capital. The investor in 
equities and the temporary in-and-out 
trader trying to take advantage of sea- 
sonal and cyclical fluctuations have en- 
tirely different motives. The corpora- 
tion that desires to build a permanent 
institution wants permanent investors. 


Every corporation that wants to hold 
its stockholders and acquire new capital 
through stockholders has the problem of 
making a showing in the battle to make 
profits in competition with all other 
stock investments available to the in- 
vestor. There is nothing mysterious 
about this. The simple facts of quarterly 
and annual earnings can be presented 
and for the most part they can be pre- 
sented much better than they have in the 
past. 


A corporation that has a long his- 
tory of increasing profits and reward- 


ing the stockholder with increased div- 
idends or capital appreciation has a 
simple and easy story. These corpora- 
tions will hold their stockholders and 
will not find it difficult to raise capital 
through them. New corporations and 
less successful corporations must offer 
a greater appeal in the form of a 
larger reward for capital. This is not 
as difficult as it sounds. Corporations 
that do not have a successful record 
behind them undoubtedly have lower 
priced equities relative to assets, and 
the stockholder is not different from 
any other individual. He is always hop- 
ing to find a winner. 


The Financial Journal 


There are many economic services 
that publish and analyze the financial 
records of corporations. The value of 
these as historical accounts showing 
what -has been accomplished is indis- 
pensable to the analyst and the prospec- 
tive buyer of stocks. Through the finan- 
cial press current news of a financial 
interest is reported. 


Many corporations have felt it neces- 
cessary to maintain someone thoroughly 
familiar with the financial history and 
progress of the company and its out- 
look to furnish this information to stock- 
holders or their representatives. Stock- 
holders and brokers are keen to sense 
whether or not the information is en- 
tirely open and above-board and honest 
or promotion. No corporation can afford 
to have a representative of this kind 
who indulges in promotion or over-opti- 
mistic statements about the company. 
Such a representative must understand 
the economic and financial conditions 
of the business in general he represents 
as well as the particular company, and 
must be a very able analyst of financial 
and economic data and trends affecting 
business. 


The management of old, large, well- 
established companies whose stock is 
widely distributed and held for invest- 
ment and growth may think that they 
do not have a problem of stockholder 
relations. But the management of these 
companies must remember that stock- 
holders are not perpetual like corporate 
characters. Investment advisers can find 
new opportunities offering more profit- 
able employment of capital, and if one 
of these old, well-established companies 
needs to raise new capital they will find 
it much easier if their stock is held in 
high repute and the confidence in its 
future profitability has not been im- 
paired. 
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Want to make a river run uphill? 


--- Steel is ready to help! 


AUL Bunyan’s eyes would have pop- 
P ped with amazement if he could 
have seen the way puny modern man is 
handling water. Skyscraping walls of 
concrete and steel are flung across valleys 
to make crystal lakes . . . rivers of water 
are siphoned over mountains in pipes of 
steel. 

And big jobs are ahead. Public Health 
Service engineers report that 108 mil- 
lion Americans lack adequate water sup- 
plies, and it’s estimated that /7 million 
acres of undeveloped land in the West 
can be irrigated, transformed into fertile 
farms. 


UNITED STATES STEEL 


CORPORATION 


UNITED STATES § 


wR Dg ER aR a a eS 





Steel pipe ready for installation at Grand Coulee Dam, Washington. 


To help put water where it’s needed, 
United States Steel has supplied steel 
pipe so big you could drive a bus through 
it, and other sizes to conduct any quan- 
tity of water from a creek or a brook 
down to a sprinkle for your garden. 
We’ve built bridges to carry our gigantic 
pipes over Nature’s own streams... 
we've made the cables that suspend steel 
siphon lines across chasms. 

Whatever the job the nation has — 
United States Steel is ready to help. 
More than a billion dollars worth of 
additions and improvements to U. S. 
Steel plants—all started since the end of 


SUBSIDIARIES 


the war—are nearly completed. 

Behind the scenes of this activity, 
United States Steel research scientists 
have been quietly and steadily creating 
the improvements that keep steel ahead 
of any other material. Nothing else can 
do what steel can do. And United States 
Steel can supply what it takes to help 
build a better America. 


This label is your guide 
to quality Steel 


@ ll etter 7lmerica 
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8,000 Attend Wilmington Banks’ 


Open House Night 


ITH results that exceeded the 

most optimistic predictions, the 
banks of Wilmington invited the public 
to “Know Your Bank Better” for a week 
in October, which achieved its high 
point on open house night when more 
than 8,000 attended. The techniques used 
to inform and interest the guests varied 
somewhat though the banks were uni- 
formly satisfied that much progress was 
made in creating better understanding 
and greater appreciation of the bank’s 
role. While the scheduled hours were 
from 7 to 9 P.M. on open house night, 
most banks remained open later than 
9 to accommodate the crowds. 

Interest of all ages was held by the 
wide variety of exhibits and demonstra- 
tions offered. The Wilmington Trust 
Company presented each woman guest 
with a corsage, featured punch card 
machines and in its trust department the 
new electric calculating machines. At 
the Security Trust Co., a string trio 
provided background music while mo- 
tion pictures were shown throughout the 
evening and a display of foreign bills 
attracted much attention. The Farmer’s 
Bank offered a pleasant innovation by 
giving a miniature orchid to each of 
the first 1,500 women guests before 
they were taken on a tour of the bank. 
In the tour at the Delaware Trust Co., 
much attention was given to a discussion 
of bank safeguards: the tear gas system, 
microphones in vaults to set off an 
alarm upon a sudden change of tempera- 
ture. A Hallowe’en setting with cider 
and other refreshments were featured at 
the Industrial Trust Co. As was the 
case at all banks, tours were conducted 
through the Commercial Trust Co. Most 
of the banks served refreshments usually 


The hostesses at Equitable Trust Company in Wilmington were 
pleasantly attentive to the groups of 20 or 25 whom they guided 


through the bank. 
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including punch bowls. A folder “Know 
Your Bank Better,” prepared by the 
Delaware Bankers Association in lay- 
man’s language and available to all the 
banks, gave a brief but clear picture 
of bank services and how to use them. 
The experience of Equitable Trust 
Company and their method of making 
this public relations feature a success, 
was characteristic. 


Committee Handles Program 


When the Wilmington Clearing House 
banks decided last Spring to celebrate 
“Know Your Bank Week” Equitable ap- 
pointed an officer committee, delegating 
to each member one phase of the sub- 
ject to be studied. 
Two main problems were discussed: 
1. To what extent could the bank 
attract any part of the public dur- 
ing banking hours? 

. What special feature could be 
offered during Open House Night 
to draw the public at that time? 


As to the first problem, it was de- 
cided to emphasize tours for high school 
children during regular banking hours, 
and that efforts to interest the general 
public during that part of the day would 
be confined to (1) general advertising 
(through newspaper, radio and direct 
mail); (2) special internal advertising 
(through the use of carefully prepared 
signs and placards); and (3) a special 
coin and currency exhibit in the main 
officers’ lobby to be on display at all 
times during the week. 


The main feature of placards and 
bulletins was a large sign above the 
doors of the safe deposit vaults on the 
main floor, which read: 


Did you know that YOUR BANK 
— EQUITABLE TRUST COMPANY — 


is owned by 926 stockholders . . . 300 
men, 394 women, 66 men and women 
jointly, and 166 trusts and corporations 


has no one stockholder who owns more 
than 2-1/5% of its 60,000 shares 
made 14,219 different loans last year 
serves 7,332 Popular Check customers 


serves 5,828 Regular Checking Account 
customers 


serves 4,078 Savings Account customers 


serves several thousand individuals 
through 
over 1,100 Trust Accounts 


Coin and Currency Displayed 


A very interesting display of Federal 
coin and currency, attractively mounted 
behind glass and set up on easels, was 
obtained through the cooperation of the 
Federal Reserve Bank of Philadelphia. 
Another exhibit of large currency, $500, 
$1,000, $5,000, and $10,000 showing the 
face and reverse of each bill, was pre- 
pared. The coin and currency collection 
of one of the officers was added to the 
others. During the initial research stages 
an exhibit or-display of some nature to- 
tally foreign to banking, such as some 
phase of atomic energy, for example, 
was considered. Since the purpose of 
the effort was just what the name im- 
plied—to “know your bank,” it was de- 
cided that the exhibit should be con- 
fined to that topic. 


With respect to the second point, 
which had to do with Open House 
Night, it was decided that specially ad- 
vertised tours would be conducted. The 
novel feature of the program was to 
be the use of moving pictures and tele- 


A party of high school students pause at the extensive exhibit of 
coins and currency showing face and reverse of $500, $1,000, 
$5,000 and $10,000 bills. 
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vision in conjunction with the “behind 
the scenes” tours. The public was told 
through standard advertising media and 
special letters to some 14,000 customers, 
that moving pictures would be taken of 
the various points of interest in the tour 
of the bank, and that some of the public 
would be included in these shots, The 
slogan was: “Come to the Equitable on 
‘Open House Night-—perhaps you will 
see yourself in television.” 


Bank Operation Shown 


Most of the moving pictures, taken 
prior to that night, showed the various 
phases of the bank in its relation to the 
public and in its mechanical operation 
and service functions. However, with the 
consent of actual customers, various 
shots were taken during the week of 
people discussing loans, opening ac- 
counts, receiving reports of the opera- 
tion of trust accounts and so forth. 


On Open House night there was a 
blaze of Klieg lights focused on several 
points of interest and a moving picture 
machine operator was grinding out film, 
showing the officers and personnel of 
the bank greeting customers and con- 
ducting them through various depart- 
ments. It was surprising how many 
people gladly took part in the show, 
which included customers in automobiles 
arriving at the drive-in window at one 
of our branches, but which particularly 
featured the contact of customers with 
tellers and bank personnel in normal 
banking functions. 


“Behind the Scenes” Tour 


Considerable thought and planning 
should be given the “tour” method of 
acquainting the public with the func- 
tions of their bank and of creating good- 
will, in the opinion of Equitable, since 
the tour can be effective in discipating 
the mystery and ignorance that sur- 
rounds banking in the minds of many 
people. At this bank it was decided that 
an hour was the longest time that could 
be given over to the complete tour. To 
this end, “Hostesses” were trained to 
guide each group, which were limited to 
20 or 25 at a time Specially chosen offi- 
cers and senior clerks were schooled in 
delivering the commentary. The various 
Stations at which the groups would stop 
and listen to the commentary were se- 
lected with care. This preparation and 
planning paid off handsomely. One im- 
portant result, which perhaps was un- 
expected, was the effect on the bank’s 
employees, many of whom took the tours 
at their own request, to learn more about 
divisions other than their own. 
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Customers, employees and their families were shown the bank under actual working 
conditions, with explanations by bank executives. 


All members of the staff were alerted 
to the plans for the week. At an em- 
ployees’ meeting they were urged to take 
unusual steps to keep their part of the 
bank in apple pie order, to be especially 
attentive to their work but to adopt a 
friendly smiling attitude whenever the 
tours were in progress. The response 
was extremely gratifying and numerous 
complimentary remarks were made as 
to the impression made by the bank as 
a whole, because of the employees’ at- 
titude and manner. 


School Tours Planned 


The day-time tours of school children 
were just as carefully planned. Letters 
were written to about a dozen public, 
private, parochial and secondary schools, 
offering this feature for their senior 
classes, explaining some of the funda- 
mentals of the confidential nature of 
banking, asking their full cooperation in 
reporting promptly and asking that each 
group be accompanied by a teacher. 
The schedule worked out very well with 
a minimum of interference with normal 
customer service. Each student (they 
totaled about 500) was presented with a 
copy of the last annual statement of 
the bank (which had been prepared as 
a public relations tool in a modern man- 
ner). They also received a pamphlet 
on simple bank services and functions, 
a pencil with the name of the bank 
imprinted on it and a copy of a non- 
technical “You and Your Property” 
trust mailing piece. It is believed that 
in this manner hundreds of homes were 
reached with some of the messages, since 
school children take such items home to 
their parents. 


Following “Know Your Bank Week” 
a letter was written to each school prin- 
cipal enclosing a photograph of at least 
one group from his school, thanking 
them for their cooperation and offering 
to provide speakers on banking topics at 
any time. Responses from the schools 


were very cooperative and complimen- 
tary. Several promising “leads” were 
developed. 


How It Worked 


The “open house” tours were largely 
made up of adults, including many non- 
customers of the bank. During that night 
four or five hundred people took the 
complete tour which was concluded in 
the employees’ club room. Here a dozen 
hostesses served punch, cookies and 
other refreshments before politely speed- 
ing them on their way to make room 
for the next group. 

The main points covered by both 
tours were: 

1. The group was greeted by an offi- 
cer in the main lobby. They were then 
conducted through the first, second and 
third floors of the bank in approximate- 
ly the following order: 

(a) President’s and senior banking 

officers’ quarters; 


(b) General banking officers’ quart- 
ers; 


(c) Behind the counters which house 
tellers and note department. From 
this vantage point they could 
also sce into the safe deposit 
vaults, which are on the main 
floor (the commentator covered 
those three points in his talk) ; 


A trip through several other 
rooms on the first floor where 
various functions are performed, 
with a special reference to the 
main trust vault where consider- 
able interest was expressed on 
the safety of the individual com- 
partments and particularly the 
air intake vent for the protection 
of personnel who might be locked 
in the vault. 


This first floor tour took about 15 
minutes. 


2. On the second floor one of the 
trust officers showed guests the main 
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administration 


reception room, trust 
officers’ quarters and several of the 
main operation division rooms. There 
was particular interest in some of the 
modern electrical accounting machinery 
used to service the 1,100 trust accounts 
and in a chart, showing the intricate 
nature of tax accounting and other 
standard accounting procedure of a 
modern trust department. This took an- 
other 15 minutes. 


3. On the third floor other personnel 
took up the remaining half hour with 
brief talks in the proof department, gen- 
eral bookkeeping rooms, addressograph 
division, time sales division, new busi- 
ness department and the employees’ club 
room. Frequently the operator of a ma- 
chine would explain its function, such 
as the graphotype, the little machine 
which imprints customers’ names on 
popular checks while they wait, and of 
course the better known trust and bank 
bookkeeping equipment. 


Moving Picture 


After the telecast of “Know Your 
Bank Week,” which was a 15 minute 
evening program the following week 
over the local television station, WDEL 
(TV) additional pictures were taken of 
certain phases of the business, which 
had not been previously covered, so 
that the moving picture film has been 
recast into a 15 minute summary of the 
main operations of the bank. The result 
is that the bank now owns a moving 
picture with sound, which will be of 
lasting value to the bank. This film has 
already been put to use with the showing 
to the entire personnel of the bank, most 
of whom were themselves in the movie. 
A request has been received from one 
of the senior high schools to show the 
film and then comment and answer 
questions of senior students who have 
indicated an interest in banking as a 
potential career. It is expected that simi- 
lar opportunities will be given in other 
secondary schools in this area. An en- 
deavor will be made to show the film to 
service ciubs or other groups who fre- 
quently are looking for local programs 
of this type. It is expected that the movie, 
coupled with a bank officer talk on 
modern bank services, may become a 
public relations tool of no small value. 


The effectiveness of the “Know Your 
Bank” week for reaching the public has 
been demonstrated in other areas. It has 
shown that this is one of the most cer- 
tain methods available for breaking 
down public misconceptions that sur- 
round the bank’s attitudes and functions. 
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CONFERENCE 
PROCEEDINGS 


(Continued from page 765) 


The other is inflation—the dilution of the 
value of the dollar so that the man who 
saves money loses the value of his saving. 
During and after the war we sold to 
some 85 million people Government 
Savings Bonds. We sold them as the 
best security in the world, which would 
retain its value. Through inflation those 
bonds have already lost more than one- 
third of their buying power. The right 
of the individual to enjoy with his fam- 
ily the fruits of his labor is one of the 
most precious human rights. 


We face a curious contradiction 
among our trusteeships. The first three— 
keeping the peace, aiding European re- 
covery, and taking care of our veterans 
—call for us as a Nation to spend a 
great deal of money. The trusteeship 
for the preservation of our National 
way of life requires that we shall live 
within our means and lighten the yoke of 
taxes. The preservation of the value of 
our people’s savings calls for honest 
and that means balanced 
budgets, asserted the noted New York 
banker. 


money, 


There seem to me ample reasons to 
believe that the books can be balanced 
and we can fulfill the responsibilities 
imposed by our various National trusts. 
Here are a few: 


On November 18, Louis Johnson, Sec- 
retary of Defense, said that the Depart- 
ment of Defense hoped to slash two 
billion dollars off its budget and still 
leave the country “adequately prepared 
to face any military crisis.” On Novem- 
ber 8, Paul Hoffman was reported as 
saying that he would seek considerably 
lower dollar aid for Western Europe 
next fiscal year; and Senator Connally, 
the Democratic Chairman of the Senate 
Foreign Relations Committee, stated 
that E.C.A. aid should be reduced by 


one billion dollars from this year’s level. 


Within the past few months Allan 
Kline, president of the American Farm 
Bureau, and Albert Goss, president of 
the National Grange, have come out in 
favor of flexible price supports for agri- 
culture, and in opposition to both the 
rigid ninety per cent of parity supports 
and the extravagant Brannan Plan. 

On October 29 President Truman an- 
nounced that he would hold in reserve 
the Congressional appropriation for in- 
creasing the combat groups in the Air 
Force from 48 to 58. Within the past 





two weeks the junior Democratic Sena. 
tor from Illinois announced his opposi- 
tion to the unbalanced budget and urged 
a budget balance through reducing ex. 
penditures. 


The Secretary of the Treasury and 
the President have announced a policy 
of maintaining the present gold value of 
the dollar. 


A widely respected former Secretary 
of State, James Byrnes, a Democrat, 
has spoken out fearlessly and vigorously 
against excessive spending and too-big 
Government. At least three responsible 
Commissions and Committees have re. 
viewed the Federal Budget and all have 
reported that it can be brought in‘o 
balance without sacrificing any essential 
objective. 

All of these are signs that the Ameri- 
can people are awakening to an under. 
standing of the problems, Mr. Burgess 
concluded. 


Economic Outlook 


Continued boom conditions were 
prophecied by dean Howard R. Bowen 
of the College of Commerce and Busi- 
ness University of Illinois, Dr. Bowen 
stated that the potential stability derives 
from the knowledge, experience, and 
fears gained since 1929 in meeting the 
vicissitudes of depression, war, and in- 
flation. “There is no doubt that we have 
been and are in one of the great booms 
in history. But the behavior of business 
men, of investors, and of consumers gen- 
erally has differed greatly from that 
unconquerable earlier boom; on_ the 
whole, this has been the soberest boom 
on record . . . “because excesses have 
been avoided, speculative losses have 
been minimized, and the government has 
not been called on, as in the past, to 
repress the boom by drastically curtail- 
ing credit. 

“Many shrewd economists argue that 
our fear of depression will lead us to 
adopt strongly inflationary _ policies 
whenever we are faced with the slight- 
est downturn in business. As a result. 
recovery from depression will be rapid, 
but an inflationary potential for the sub- 
sequent recovery will be generated. Al: 
though there may be something in the 
theory of a persistent bias toward in- 
flation, I do not think that the day of 
depression is over. I believe that after 
the deferred demand for durable goods 
disappears and the cold war subsides. 
we may face a serious depression but | 
do not expect to see a 1933 again in my 
lifetime.” 


[This completes the summary of Cor 
ference material available at press time.] 
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SMALLER TRUST DEPARTMENTS 


4. OPERATING and ACCOUNTING ACTIVITIES 


By George D. Vick* 


What records are essential for ade- 
quate trust accounting? 


The report that comes in from the 
representative who first is in touch with 
the account (in a branch banking sys- 
tem) is employed in ticklerizing all 
events and in making up the docket 
and the check sheet giving all informa- 
tion to the administrative officer. This 
permits proper follow up of the account 
to completion and enables satisfaction 
of all parties in interest with copies of 
the accountings filed. 


A system which has been found most 
satisfactory since 1941 is based on forms 
for original entry of the serial numbered 
snap-out variety obtained first from 
Gilman-Fanfold and later from Moore 
Business Forms. Both checks and credit 
tickets are machine posted directly to 
the trust ledger and general ledger, and 
where assets are involved an _ asset 
counterpart is employed in posting to 
this ledger. Proofs are easily drawn. 


A booklet of copies of these tickets 
makes up the detailed explanation on 
transactions for the period of a court 
or private accounting. The typed ac- 
counting is a summary only, involving 
less paper an¢ less court recordation 
fees, the court .nerely placing the tickets 
in the account jacket or envelope in their 
offices. 


Snap-out forms are also employed for 
claims against estates and for periodical 
postings from daily record of expense 
sheets as administrative expense (post- 
age, telephone, etc.) allocable to ac- 
counts. We believe these forms and one 
posting machine will without change 
suffice for a department up to $25,000,- 
000 in size. 


In the verification of assets by the 
court, as well as for other purposes, flat 
filing of securities is recommended. 


What are the most effective methods 
of preparing income tax returns 
and information letters? 


We have all returns on the calendar 
year basis, unless unusual conditions 


ee 

“This material was prepared on the basis of 
Mr. Vick’s experience in his previous association 
hyd First-Citizens Bank and Trust Co., Raleigh, 


of gross income and deductions enter 
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This concludes the series, begun in 
July, of discussions on problems of 
smaller trust departments submitted to a 
panel at the 1949 Mid-Winter Trust Con- 
ference, American Bankers Association. 


We are indebted to Gilbert T. Stephen- 
son, leader of the panel, for cooperating 
in the selection of the questions discussed 
in these pages, to William M. Baker, assis- 
tant trust officer, The Summit (N. J.) 
Trust Co., for serving as a clearing house 
and liaison with the panel, and to the 
other panel members, Robert Y. Garrett, 
Jr., vice president and trust officer, Farm- 
ers Bank & Trust Co., Lancaster, Pa.; Earl 
G. Schwalm, trust officer, Lincoln Na- 
tional Bank & Trust Co., Fort Wayne, 
Ind.; and George D. Vick, trust officer, 
The First National Bank of Miami. — 
Editor’s Note. 


the picture the first year. We sometimes 
have this with farms, where the decedent 
dies before marketing season with the 
estate catching all the income, with 
small if any deductions. In this case, 
of course, we adopt the fiscal year in 
order to offset the expense of the suc- 
ceeding farm year. Generally, the cal- 
endar year is followed because we would 
rather have a very busy period, even 
if temporary additional help is neces- 
sary, than be involved with returns 
throughout the year. 


Again, large operations that follow the 
calendar year we attempt—usually with 
success—to place on a calendar year 
for court accountings. One review 
suffices each year for both purposes. 
Those on a fiscal year basis naturally 
just fall on the anniversary of the annual 
accounts. 


Our checks for insurance premiums 
show the term of the policy and our 
credit tickets on capital sales show cost 
and acquisition date. 


Schedules are prepared first on pay- 
ments for Federal 1099s and then on 
distributable income accounts, for this 
information must be sent to the govern- 
ment or to beneficiaries as early as 
possible. 


A letter somewhat like that below 
is then sent to each beneficiary: 


“There was distributed or distributable 
to you from 1949 income of the Account 
in which you are interested the following 
amounts to be considered by you in the 
preparation of your personal Returns, if 
required, for the respective purposes: 


Federal - Schedule E (2d line) $———— 
State - Schedule F (line 34) $—— 


It is anticipated that your distributable 
share of 1950 income of the Account will 
be $—————. This amount is furnished 
as a guide in the preparation of your Dec- 
laration of Estimated Federal Income Tax, 
if required, for the calendar year 1950.” 


We have never up to this year sent 
beneficiaries copies of returns, as they 
invariably require explanation and a 
letter in any event. 


After these two groups are out of the 
way we catch alphabetically the active 
accounts and then review accounts closed 
during the year. This latter step is only 
a check, as an account is only consid- 
ered closed by us after final return(s), 
if any, are made up and beneficiaries. 
advised what current income is included 
in their final checks. 


On March | of each year the general 
situation is appraised to see if exten- 
sions will be necessary for lack of in- 
formation or other good reasons. At the 
inception of an account we attempt to 
obtain old returns and all information 
to permit us to file the decedent’s re- 
turn. If this check proves we still need 
an extension, a routine 30 days is usu- 
ally granted without question. 


The returns ordinarily leave our office 
on the 11th or 12th of March, giving 
us full opportunity for review and yet 
enabling us to file timely. 


What are the best policies for eco- 
nomical operations? 


The initial pitfall that yawns for 
every trust department is the failure to: 
adhere from the outset to sound ac- 
ceptance practices. No excessive empha- 
sis can he placed upon the proposition 
that healthy growth depends on each 
account’s being fully analyzed in order 
that it may carry its share of the opera- 
ting cost of the department for the pe- 
riod of administration. 


Additional duties and responsibilities: 
that so often arise regardless of the 
care given the account should carry with 
them—wherever under the control of 
the bank—additional compensation. 

Allocation and job assignment in dis- 
tributing the work load is all important 
in its contribution to effective and eco- 
nomical operations internally. 
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An adequate tickler system for the 
administrative officer and machine post- 
ing facilities for the bookkeeper go 
hand in hand in speeding up the work. 
Several business machine houses offer 
machines within a reasonable price 
range. Machine bookkeeping from the 
start is definitely recommended, or at 
worst some system that can be easily 
switched over to mechanical methods. 

The number of forms required is a 
problem that each bank must meet with 
specific reference to the nature of the 
assets which it is reasonable to expect 
will be handled. 

Manuals of Operation are helpful in 
themselves as guides but only when ap- 
plied with judgment to the sphere of 
operation of the specific department. 


By William M. Baker 


At what volume are mechanical 
methods most efficiently adopted? 


In our department, we have experi- 
enced the pen and ink method from a 
department of five million dollars until 
we grew to total assets of ten million. 
From that level up to our current total 
assets of about seventeen million, we 
have been using bookkeeping and ad- 
dressograph machines. It is our opinion 
that these mechanical methods could 
have been employed to advantage at the 
five million level and quite likely even 
below that figure. 


At today’s prices the bookkeeping and 
addressograph machines combined will 
probably not exceed a cost of about 
$6,000. These machines can be adapted 
for use in all the bank’s departments, 
so, even with little usage by the trust 
department, the bank could most likely 
realize a full return on the equipment 
investment. 

With proper operation and adequate 
servicing, the machine should last well 
beyond ten years. Taking an annual 





515 MADISON AVENUE 


write-off cost of only $600, this amount 
could be absorbed in the reduction of 
labor costs. Even without the prospect 
of an immediate dollar savings, me- 
chanical equipment might seriously be 
considered as a sound basis for expan- 
sion, to assure a standardization of 
forms and procedure, and to reduce the 
percentages of error which are gener- 
ally prevalent in  long-hand 
methods. 


more 


At what volume is a common trust 
fund justified? 


The Handbook on Common Trust 
Funds (second edition), published by 
the Trust Division of the A.B.A., reports 
that the minimum size for a common 
fund that can be operated to economical 
advantage cannot be stated with any 
degree of accuracy. There is some opin- 
ion that in case of a smail trust institu- 


tion, the economical minimum is not 
less than $200,000. 


The committee further suggests that 
another approach is to consider the 
number of accounts under $50,000 
which may be eventually completely in- 
vested in a fund, and if these accounts 
make up a sizeable portion of all the 
accounts, it may be desirable to operate 
a fund even though the dollar total is 
relatively small. A trust department 
must, of course, have at least ten ac- 
counts with which to establish a fund, 
as Regulation F forbids an investment 
by any one trust which would result in 
that trust having an interest greater 
than 10% of the common trust fund. 


Experience shows that, once a com- 
mon trust fund is established, additional 
accounts may be added to a substantial 
degree without a marked increase in 
operating costs. A Philadelphia trust 
company estimates the total annual book- 
keeping costs of a seventeen million dol- 
lar fund to be about $800, being a part 
time job for one employee. 


The establishment of a common trust 


TRACERS COMPANY OF AMERICA 


Specialists for 25 years in tracing missing people for leading 
fiduciaries, attorneys, banks and corporations throughout the world. 





_ NEW YORK 22, N. Y. — 








fund would appear to deserve serious 
consideration by smaller trust depart. 
ments, from the standpoint of better 
serving the public, and in making jt 
economically possible for them to ac. 
cept smaller accounts. 








How best can the work load be dis. 
tributed ? 






Trust department operations come un. 
der two broad classifications — those 
which have an immediate time factor. 
and those where the time element is not 
so urgent. Work calling for immediate 
attention includes such items as com. 
pleting the day’s postings, security trans. 
actions, remittances to beneficiaries on 
the due dates, etc. 











It is the trust officer’s duty to screen 
the daily tasks to be certain that items 
of secondary importance, as viewed 
from the time factor, are not crowded 
into operations during periods of peak 
loads. In the small trust department, 
the trust officer himself can and fre- 
quently finds it necessary to give cleri- 
cal assistance during peak periods, 
Further suggestions for distributing the 
work load are: 













(1) Stagger throughout the month 
the periods for remittances to benefici- 
aries and customers, keeping a few days 
beyond the first and fifteenth day. 









(2) When the will or trust agreement 
permits, endeavor to make quarterly or 
semi-annual payments of income instead 
of monthly. 








(3) Do not take commissions on trust 
income more frequently than semi-an- 
nually, and arrange to clear most of 
these during the less active months. 







(4) Except where necessary, do not 
schedule accountings on trusts during 
the first three months of the year as all 
available time is usually required dur- 
ing this period for the preparation of 
income tax returns. 
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In this folder, a 
prominent business 
man tells other men 
of means how to “‘pre- 0 


administer’’ their 


estates with the help 
of their attorneys 
and trust officers; 
and determine—in 
time—if the provi- 
sions should be 


brought up to date. 3 : E t h 


4 out of 5 
Men of Means 


Whose Estates Face Unrealized Basseils 


CHANGING LAWS AND CONDITIONS, as every trust 
officer knows, have left nearly 80% of larger estates, 
under existing estate plans, facing unrealized and un- 


necessary hazards which can be costly. 


In a powerful 2-minute statement recently published 
by this Bank, Charles S. Mott, distinguished business 
man and director of important corporations, outlines 
a sure and easy way for a person to explore this matter 
with the help of his trust and legal counsel. 


* * * 


Some of our banking correspondents have 
found this folder interesting and helpful. We 


shall be glad to mail you a copy on request. 


TRUST DEPARTMENT 


Harris Trust and Savings Bank 


Organized as N. W. Harris & Co. 1882 ¢* Incorporated 1907 
115 WEST MONROE STREET, CHICAGO 90 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


DecemBer 1949 


The policies and operations 
of our Trust Department 
are under the continuing 
supervision of a special 
Directors’ Trust Committee 
made up in rotation from our 
entire Board of Directors... 


* 
DIRECTORS 


EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Harper 


JAMES M. BARKER 
Chairman of the Board, 
Allstate Insurance Company 


Mark A. BROWN 
Executive Vice-President 


THOMAS DREVER 
Chairman of the Board, 
American Steel Foundries 


FRANK R. ELLIOTT 
Chicago 


FRED G. GURLEY 
President, Atchison, Topeka & 
Santa Fe Railway Company 


ARTHUR B. HALL 
Hall & Ellis 


STANLEY G. HARRIS 
Chairman, Executive Committee 


WAYNE A. JOHNSTON 
President, Illinois Central Railroad 


JOHN L. MCCAFFREY 
President, 
International Harvester Co. 


F. B. MCCONNBLL 
President, Sears, Roebuck & Co. 


FRANK MCNAIR 
Chicago 


A. H. MELLINGER 
Director, 


Ilinois Bell Telephone Co. 


CHARLES H. Morse 
Director, Fairbanks, Morse & Co. 


JAMES L. PALMER 
President, Marshall Field & Co. 


RICHARD E. PRITCHARD 
Vice-President 


Guy E. REED 
Vice-President 


PAuL S. RUSSELL 
President 


HAROLD H. SwirT 
Chairman of the Board, 
Swift & Co. 


STUART J. TEMPLETON 
Wilson & Mclivaine 


* 


Estates and families will 
have the benefit of the suc- 
cessful experience and judg- 
ment of our directors when 
this Bank is appointed 
executor and trustee. 


— “Siam Test ane tAvincs BANK D 





BIG BUSINESS 


(Continued from page 769) 


crete stake in American enterprise, and 
it provides capital for further develop- 
ment of that enterprise. 

Typical diversification of industry 
ownership is indicated by a company 
whose report shows that the owners of 
the company “total more than 11,000 
individuals and institutions, with no one 
person or organization owning as much 
as 5% of the 3,400,000 shares of the 
stock issued. Our stockholders live 
throughout the United States and a 
number of foreign countries.” Partial 
breakdown of the ownership showed: 

4,504 Women 

4,025 Men 

1,635 Joint Accounts 

Trusts 

Investment trusts 

Brokers 

Companies 

Churches, hospitals and charities 
Universities, schools and colleges 
Insurance companies 


Group Holdings Benefit Millions 


The average institutional ownership 
in the 101 reporting companies was 42% 
of all common stock and in only 7 of 


the companies did institutional owner- 
ship run as low as 25%. Twenty-two 
companies reported that 50% or more 
of all their common stock was held by 
institutional owners. One large company 
that made an exhaustive study of its 
institutional ownership developed the 
fact that more than 200,000 persons had 
a beneficial interest in the dividends 
paid by the company to 16,600 institu- 
tional stockholders. Projected to cover 
the 455,651 similar stockholders in the 
101 companies reporting, such beneficial 
interest would reach, through 413,503 
stockholders, more than 4,800,000 per- 
sons. If projected to include all 254 
companies, persons with beneficial in- 
terest would number more than 25,000,- 
000. The projection for the 101 com- 
panies would indicate: 
Estates and trusts._..346,523 stockholders 
Banks and bank nomi- 
nees and brokers _. 28,250 


Charitable, education- 
al and fraternal _. 32,356 


Women’s Role Increasing 
The increasingly active interest wo- 
men are developing in the industrial and 
financial world is once more revealed 
by the large percentage of women stock- 
holders reported by the companies sup- 


plying breakdowns in this group. Not 
alone do their investments cover such 
fields as pharmaceuticals and motion 
pictures, but they have placed their 
money in mining, shoe manufacture, 
railroads, power plants and mail’ order 
companies. Sixty-seven companies sup. 
plied data that of their 4,353,200 stock. 
holders, 1,958,949, or 45% of the indi. 
vidual holders were women. While their 
holdings on the average were not as 
large as those of men, they directly own 
26% of the common stock of the report. 
ing companies. When women’s interest 
in joint accounts is considered it ap. 
pears that their share would run to 
above 28%. Women’s holdings in pre. 
ferred stock run in about the same pro- 
portion as in the case of common. High- 
est number of women holders of com. 
mon stock was reported by an airline 
with 66% of its individual holders wo- 
men. A utility reported 65%, while a to- 
bacco company and oil company tied 
for low at 20%. While these stock own- 
ership benefits for women are directly 
traceable, there is no way of estimating 
the many millions of women who, as 
beneficiaries of trust funds and insur- 
ance policies, derive all or part of their 
incomes from the profits of big business. 





CALIFORNIA-WIDE 
TRUST SERVICE 


Experienced personnel in fully-equipped trust departments of 


Bank of America offer you California’s most complete trust service. 


Branches are located at strategic points throughout the state. 


Bank of America 


NATIONAL f89STA82 ASSOCIATION 
California’s Statewide Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION © MEMBER FEDERAL RESERVE SYSTEM 
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Stock More Widely Held 


That increased stock ownership is 
outrunning increases in population and, 
hence, reaching into wider segments of 
the public, is clearly indicated by a 
study made not long ago by the New 
York Stock Exchange which showed 
that in 50 companies studied the 2,064,- 
000 holders of 1929 have now doubled. 
One typical company showing a nearly 
300% growth in numbers of stockhold- 
ers, supplied this information: 


eet 4,000 stockholders 
Gees 4,900 5 4 
ee 5,200 = = 
eee 6,000 i < 
_ ae 6,900 - P 
|, A eee 7,700 - ; 
Ne ck 8,000 = sad 
SEE 8,900 < : 
Ne 10,000 ” re 
ee 10,950 sg _ 
ee 11,500 ‘ “ 


The effect of high taxes on large in- 
comes and estates has assuredly served 
to lower the proportion of industrial 
capital invested by wealthy individuals. 
And since investments in industry have 
continued to increase during the period 
of high taxes on large incomes, it fol- 
lows that people of moderate means are 
adding their funds to those which indus- 
try puts back from earnings; and this 
being so there is no support for the fic- 
tion that industry is in the hands of the 
wealthy. It is clear that big business 
has deserved and gained the confidence 
of the American public, because it has 
been able to ride out the storms of war, 
depression and the business cycles that 
are a part of the enterprise system. Of 
late, too, wide ownership of war bonds 
has served to introduce many of the 
formerly uninitiated to the techniques 
and desirability of saving and investing. 
Added to this is the important growth, 
both in numbers and holdings, of fiduci- 
aries that increasingly are investing the 
funds of millions in the equities of sound 
industries. 

A A A 
P. R. News Letter 


ABA’s recently released Public Re- 
lations Council News Letter brought 
1,270 unsolicited letters of commenda- 
tion in the first month. The Letter ‘deals 
with general conceptions of bank public 
relations as well as specific applications. 
Use of films in bank publicity and in 
support of the economic system is dis- 
cussed. Reference is made to the free 
service to ABA members of the Bank- 
ing Film Information Bulletin in which 
are listed and described 18 films avail- 
able and sources for other educational 
motion pictures. 


DECEMBER 1949 


Institutional or “group” stockhold- 
ers often own the majority of the total 
outstanding shares of a corporation’s 
stock. Relatively small in number, they 
usually represent the interests of a large 
number of beneficial owners. In what 
is perhaps the first extensive study of 
such equity interests, the E. I. duPont 
de Nemours & Co. gave a breakdown 
of its 18,300 institutional stockholders 
in the 1948 annual report. Although 
they own 69% of duPont stock, they 
account for only a little under 20% of 
the 94,900 stockholders of record. The 
16,600 fiduciary and other financial 
holders represent more than 200,000 
direct beneficiaries, according to the 
company’s analysis. 

The “groups” are divided into two 
other categories, consisting of 1,300 


Beneficial Owners of Business 


charitable, educational and fraternal 
organizations, and 400 insurance com- 
panies. The number of individuals rep- 
resented by this category runs into 
millions—the actual figure being unas- 
certainable—who benefit from  divi- 
dends as policyholders and as benefici- 
aries of educational and charitable in- 
stitutions. 

The other. division includes 14,000 
estates and trusts, 1,100 banks, bank 
nominees and brokers, and 1,500 other 
companies and organizations. The re- 
port points out that this group repre- 
sents more than 200,000 persons with 
a beneficial interest in dividends. This 
total was arrived at by a substantial 
sampling survey, based on data ob- 
tained from a large number of holders 
of du Pont stock. 





Widespread Beneficial Interest 
in du Pont Company Stock 


(At December 31, 1948) 


Number of 
Total Shares Stockholders 
Outstanding of Record 


“Group” Persons Having 


Stockholders Beneficial Interest 
of Record (Per Stockholder Analysis)* 
Estates and Trusts..... 14,000 


More than 200,000 persons 





Banks, Bank Nominees 













have a beneficial interest 


18,300 





MIN isaac scene 1,100 } in dividends paid by du Pont 
: Company fo these 16,600 
Other Companies & stockholders of record. 
Organizations (Not 
Included Below)..... 1,500 
Charitable, Educa: The number of persons 
tional & Fraternal benefiting from du Pont Company 
Organizations........ 1,300 } dividends received by these 
organizations, while very large, 
cannot be determined. 
Insurance Companies... 400 | Many millions of persons, includ- 


ing the policyholders of these 
companies and the stockholders of 
stock companies, benefit from 

du Pont Company dividends which 
these companies receive. 














Stockholder Suggestions 


Stockholder relations took a new 
twist when Paul Galvin, president of 
Motorola invited equity owners to make 
constructive suggestions on the business. 
More than 10% of the 2,900 holders re- 
sponded and the winner, Edward T. 
Howell, a du Pont chemist, received a 
trophy, a week in Chicago (with his 
wife), a new automobile, a tour of the 
company’s plant and his choice of a 
television or radio console. 


Want Fewer Stockholders 


Departure from the conventional is 
the policy of some utility companies that 
want to cut the number of stockholders 
owning fewer than 10 shares. The rea- 
son for the wish to cut is that bookkeep- 
ing and the periodic reports cost the 
companies from $1.50 to $2 a year per 
stockholder. To facilitate the effort com- 
panies are offering to find buyers for 
the small lots and to absorb the com- 
missions and transfer taxes. 
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Employee Relations 


BANK MANAGEMENT’S PRIMARY INTEREST 


RAYMOND N. BALL 


President, Lincoln Rochester Trust Company, Rochester, N. Y. 


ANAGEMENT has a two-fold re- 
sponsibility to the stockholders 
who furnish the funds that make it pos- 
sible for the company to operate, and 
to the employees who produce the fin- 
ished product which is sold to con- 
sumers. The success of the corporation 
depends largely upon the esprit de corps 
of those who depend upon the success- 
ful operations of the company for their 
daily bread. If the organization is suc- 
cessful in accomplishing these objectives, 
the stockholders will benefit. 
Dr. Sumner Slichter states in his 
book, “The American Economy”: 


“The fact that employees are supplant- 
ing businessmen as the most influential 
group in the community means that basic 
and far-reaching changes are impending 
in the civilization of the United States. 
Employees have great and growing influ- 
ence, because over three out of four per 
sons who work for a living in the United 
States are employees.” 

If our economic system is to survive, 
the three-fourths of our people gain- 
fully employed must be convinced that 
our economic system does provide for 
them the satisfactions of life more fully 
than will any other system. It will not 
suffice merely to say that it provides a 
better living. 


All of us believe, and probably know 


from personal experience that: 


(1) It is not only an obligation but 
good business to pay fair salaries 
and wages 

(2) Fellow employees are stimulated 

to greater effort by the realiza- 

tion that there is reasonable op- 
portunity for advancement, if 
earned 

Inefficiency results from unin- 

telligent and incapable super- 

vision 

It is only humane to make every 

effort to provide steady employ- 

ment—and 

Providing congenial and pleas- 

ant physical working conditions 

is a good investment for the 


From address before 34th Financial Public Re- 
lations Assn. Convention, Oct. 19. 
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company as well as for all the 
workers 


Employee Welfare Plans 


Industry, as a whole, has been much 
more far-sighted in establishing em- 
ployee welfare plans than has banking. 
In Rochester, as long ago as 1912, 
George Eastman established a_profit- 
sharing plan for the employees of East- 
man Kodak. Wages, in Rochester, have 
been considerably above the national 
level, while labor turn-over has been 
below the national average for many 
years. 


In our own institution, we established 
a contributory retirement plan and a 
group life insurance plan in 1929. Both 
have been liberalized several times since. 
We have provided sickness and accident 
insurance and surgical benefits and a 
liberal plan for assistance during pro- 
longed illness. Since 1939 an employees 
dividend has been declared each year, 
after consideration of earnings. In re- 
cent years this has averaged three weeks’ 
salary for all employees. 


Keeping Posted 


To keep employees informed on affairs 
of our company, we have frequent meet- 
ings of branch managers and depart- 
ment heads. A weekly bulletin is issued 
to all employees covering some import- 
ant phase of operations or describing 
in detail some valuable service rendered 
to our customers. The employees pub- 
lish a monthly paper largely devoted to 
personal items. Last year the President 
issued to the employees a report similar 
to the annual report to the stockholders. 
This report was well received, and will 
be issued annually in the future. 


Once each year our officer-manage- 
ment group—some fifty in number— 
have a three-day conference, away from 
Rochester, devoted to discussion of com- 
pany policies and practices. At this 
year’s conference, there were four panel 
discussions on overall operations, branch 
office operations, loans, and customer 
relations. The opportunity for officers 








to become more intimately acquainted 
with each other has been of great value, 


Three times a year I invite to dinner 
some forty branch managers, depart. 
ment heads, and supervisors. The only 
other senior officer is our vice president 
in charge of personnel. I request those 
invited to submit to me, unsigned, ques. 
tions which they would like to have me 
discuss. After our last meeting one of 
the supervisors remarked, “Chief, you 
have probably surmised that many of 
the questions which we submit to you 
come from members of our department. 
Tonight you answered all three of mine. 
Tomorrow I will have my little group 
together and pass the answers on to 
them. My prestige with my group is 
increased greatly when I can say to 
them, ‘I know these answers are true 
because 1 got them direct from the 


Chief’.” 


Our fellow employees are the most 
influential group in our communities, 
they will pass final judgment upon the 
success or failure of our American 
system; they will decide whether it will 
continue, or be replaced by another. 


A A A 


New Banking School 


The first session of the School of 
Banking of the South will be held at 
Louisiana State University, Baton 
Rouge, June 5-17, 1950. The School, 
which is sponsored by the bankers as- 
sociations of Alabama, Arkansas, Flor- 
ida, Georgia, Kentucky, Louisiana and 
Mississippi, will operate on a two-week 
resident basis for three years, with 4 
planned maximum registration of 100. 
The third-year curriculum includes 4 
course on Trust Functions. Director of 
the School is Orrin H. Swayze, vice 
president of the First National Bank, 
Jackson, Miss. with the assistance of 
Herbert V. Prochnow, educational di- 
rector of the School of Banking spon- 
sored by the Central States Conference 
at the University of Wisconsin. Theses 
will not be required. 
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HOW TO GET BANK PUBLICITY 


CHARLES W. MORSE 


Vice President, Doremus & Company 


ELL handled publicity should 

serve as the thread woven through 
employee relations, customer relations, 
stockholder relations and community 
relations. It should help overcome the 
gld idea that banks are “cold” and 
lacking in human understanding. 

There is considerable human interest 
in an unusually old depositor or an un- 
usually young one; or an unusually 
famous one. What a publicity oppor- 
tunity, for example, if Secretary of State 
Acheson drove through your city and, 
short of cash, stopped in at your bank 
to cash a check; or a feature story trac- 
ing the check that Johnny Jones, the 
Berlin Airlift veteran, writes on your 
bank and makes payable to his pros- 
pective bride, the pretty little girl he 
met while overseas? Or, what happens 
to the first $5 that the newsboy around 
the corner deposits in a savings account? 


Bank publicity that fits into com- 
munity activities is attainable if the 
bank’s officers are leading public-spirited 
citizens and participate in fund raising, 
charitable efforts and the like. If an 
oficer of the bank is Chairman of one 
of these undertakings, it usually is not 
necessary for the bank’s public relations 
oficer to handle the publicity since 
most such campaigns have their own 
publicity organizations. 

The public relations director should 
know leading newspaper men in his 
community. Once he has gained theic 
confidence the editors will check with 
him on rumors and potential news 
stories concerning the bank. Feature 
story suggestions are always welcome 
to editors. These may concern em- 
ployee’s activities, such as‘ dinners, out- 
ings, athletic events; more personal 
items, such as hobbies of certain em- 
ployees; history, bank-sponsored events, 
etc. The alert public relations director 
can become valuable to editors if he 
makes his office an information center 
on banking. 


It is essential to realize that newspa- 
permen are impressed with sincerity and 
frankness. If information is unavailable 
or if, for a valid reason, it cannot be 
published, they are usually the first to 
accept this situation. 


a 


Digest of an address delivered at the F. P. R. A. 
convention. 
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The Do’s and Don’t’s 


Here are some Do’s and Don'ts 
which experience has shown to be a 
good guide for relations with papers: 


ee 


Have the facts straight—who, when, 
why, what, where? Strive for brevity 
and simplicity. Be impartial in dealing 
with competing newspapers. Respect 
an “exclusive” which a reporter for one 
paper may be tracking down. Remember 
this was his story. Remember the dead- 
lines of your newspapers. Timing is 
most important. Supply background ma- 
terial for a news release or interview. If 
you are unable to answer a reporter’s 
question, say so. Arrange for telephones, 
pencils, copy paper, ete. for newspaper- 
men. Remember that pictures often 
make or break a story. Get the best 
photographers possible. Keep clippings. 
They are an effective reminder of the 
type of story which appeals to the par- 
ticular editor. Remember that news- 
papers will observe release dates, if 
clearly indicated. 

Some Don’Ts.... 

Don’T attempt to force a story into 
the newspapers on the claim that it is 
a “big scoop.” Don’T assume that the 
average reporter knows a lot about 
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banking. Don’r try to impress the 
newspaperman with the importance of 
the person he is about to interview. 
Don’t keep newspapermen waiting once 
you have arranged an appointment. 
Don’t go over the reporter’s head and 
talk to the editor if the reporter has 
unintentionally written in error. Give 
him the facts and he will correct his 
error. Don’t waste the reporter’s time 
with irrelevant conversation. DON’T at- 
tempt to gain favor with one newspaper- 
man by criticizing a competing news- 
paper. Don’t call up to thank editors 
for publishing news releases you have 
given them unless the circumstances are 
unusual. Don’t forget the importance of 
“Letters to the Editor” column. Don’T 
overdo press conferences. DON’? over- 
work entrees or friendships with the 
press. Don’t overtreat. Don’T attempt 
to edit copy on a story written by a 
newspaperman unless he asks your help. 

Publicity is, of course, but one tool 
in the complete kit that may be used to 
improve bank “public relations.” But, 
if your policies are in the public inter- 
est, the public relations tool kit, includ- 
ing publicity, can earn the public under- 
standing and good will that are of in- 


creasing importance to all businesses. 
A A A 


FPRA to Boston 

The Financial Public Relations Asso- 
ciation’s 35th Annual Convention will 
be held September 18-21, 1950, in the 
Hotel Statler, Boston, according to an 
announcement by president John N. 
Garver, who is vice president, Manufac- 
turers & Traders Trust Co., Buffalo. 








An answer to the problem of ideas for window and lobby displays was suggested by 
the American National Bank and Trust Co. of Chicago in its exhibit at the recent annual 
convention of the Financial Public Relations Association. The exhibit demonstrated how 
newspaper advertisements can be worked over effectively for use in windows and lobbies. 
by translating them into three dimensions and adding light and color. 

Prepared by C. A. Hemminger, public relations director, and the bank’s advertising: 
agency, Albert Frank-Guenther Law, Inc., the exhibit featured photographs of eight 
window displays and, opposite them, proofs of their space advertising counterparts. Showm 
here is a representative ad from the bank’s trust newspaper campaign. 
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COIN COLLECTIONS 
BOUGHT and SOLD 


UNITED STATES 
FOREIGN 
ANCIENT 
ORIENTAL 
GOLD - SILVER - BRONZE 
° 
Collections catalogued and sold 
at Public Auction Sale 
. 


We are one of 
AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 



















Stacks 


12 W.46th St New York 19, N. Y. 


MEREDITH 


GALLERIES 





16 East 52ND STREET 
NEW YORK 22, N. Y. 
PLAZA 3-0572 


SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
















LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 
etc. 


LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 









AUDIT CONTROL OF TRUST FEES 


C. F. ZURLINDEN 


Trust Auditor, Central Trust Company of Cincinnati 





INGULARLY blessed are _ those 

banks whose trust fee schedules lend 
themselves readily to a routine type of 
Audit Control. A preferable type of 
trust fee schedule, for control pur- 
poses, might be outlined as one “based 
upon a percentage charge on the total 
asset valuation of the trust, such valua- 
tion and fee being computed annually 
on a regular and agreed date, usually 
that date being the anniversary or in- 
ception date of the trust.” 


Audit Control of such type of fee 
charge is exceptionally easy to achieve 
and to continue if certain basic princi- 
ples and essential procedures in opera- 
tions are set up and rigidly followed: 


1. The regular annual valuation date 
for the individual trust is selected and 
ticklerized to assure valuation on the 
specified date. 


2. From the valuation and annual 
amount of the fee receivable, figured by 
the Trust Department as of that date, 
the department sets up its own fee 
charging machinery, usually by tickler. 


3. After the Audit Department checks 
its copy of the valuation and fee calcu- 
lation, it sets up its own record of the 
fee to be collected, using a separate card 
or ledger sheet for each account. The 
receivable fee can be accrued on a daily 
earning basis, or posted in a lump sum 
to the individual fee record on an an- 
nual, semi-annual or quarterly basis as 
a debit. It is suggested that such posting 
method conform to the regular practice 
followed in the individual bank for its 
loan or bond interest. 


4. Each fee charged should be advised 
to the Audit Department by using a mul- 
tiple-form entry ticket. The amount is 
posted as a credit to the individual 
trust’s Fee Accrual or Estimate Card 
previously set up by the Audit Depart- 
ment, thereby reducing the amount ac- 
crued or receivable. Such Accrued or 
Receivable Balance consequently should 
revert to zero or be checked out and ad- 
justed at the end of the annual fiscal 
period. 

Perfection does not carry through 
even close to 100% in the best managed 
trust departments, and it is the excep- 
tions to a uniform control method which 
cause the audit and control headaches. 
One of the principal exception and ad- 








justment headaches can be minimized jf 


the bank establishes, by arbitrary rule, 
the fact that the annual fee is not to be 
revised, either upward or downward, 
during the annual period unless a change 
aggrega..ng 10% or more is made in the 
principal amount of an individual trust. 


Some trust fee schedules contain pro. 
visions for a charge on principal valua- 
tion and also of a percentage of the in- 
come collected. A schedule of this na- 
ture is a bit more difficult to control 
from an accrual or audit standpoint, 
but, in a large measure, the control 
method is similar, with the valuation 
appraisal and an income estimate being 
made on the same date. However, when 
the audit control on the annual receiv. 
able fee is set up, it must be remembered, 
and should be indicated as well, that the 
amount of the receivable fee from in- 
come is a. percentage of an estimate 
only, and not a fixed constant as is the 
receivable fee portion based on the val- 
uation appraisal. Consequently it may 
be advisable to carry two figures on the 
individual trust’s fee control card: the 
constant, and the estimate; posting 
against each its correct proportion of 
the fee collected. At the end of the an- 
nual fiscal period, the income portion 
of the fee control is adjusted to zero, 
and the yearly process repeated for the 
following period. 


Where trust fee schedules are based 
entirely on income, only that portion of 
fee control can be applied. 


Any appreciable variation, either over 
or short, from the Audit-established 
control amount and the actual trust fee 
collected, should be investigated by 
Audit. Differences normally appear most 
frequently in the Income portion of 
such control, and they can generally 
and readily be explained under one of 
the following headings: an increased, 
a decreased or passed dividend on some 
security, a default in a bond interest or 
mortgage interest payment, an increase 
or decrease in the rental received from 
a parcel of leased property. There are 
other reasons for differences, but the 
main point.is that each should be traced 
and reconciled. The amount of the varia- 
tion from the accrual or control figure 
is dependent on the amount of time 
and money the bank is willing to spend 
to achieve a satisfactory control. 
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TRUST TAXES 


(Continued from page 784) 







tion, so that reserves may be made to 
cover the payments when due. This 
covers individual income tax payments 
for customers whose returns we prepare, 
as well as fiduciary tax payments. 










Where the payments are to be made 
from principal, the tax division should 
notify the investment division of the 
payment to be made, so that available 
cash will not be invested, and if suffi- 
cient funds are not available, cash may 
be raised by selling some of the assets. 
Complete co-operation in this respect 
will avoid overdrafts in trust accounts, 
and a possible disruption of income dis- 
tribution, always a source of irritation 
to trust customers. 















In the case of new estates, an esti- 
mate of death taxes payable should be 
made early in the period of administra- 
tion. This should include a survey of the 
marital deduction possibility where the 
will has not been revised since the pass- 
age of the Revenue Act of 1948, with a 
thought to suggesting that the surviving 
spouse take against the will to minimize 
federal estate tax. The tax division 
should keep up with the progress of 
administration of the new estates so 
that these estimates of tax will be reas- 
onably accurate and may be furnished 
without undue delay. 

















At the same time, the tax’ division 
should make a complete review of each 
estate as soon as the details are avail- 
able so that any additional data which 
will be needed for death tax returns 
may be secured. Questions concerning 
such things as gifts made by the dece- 
dent, contribution to jointly owned 
property and property previously taxed 
within five years should be referred to 
the trust administrator in the early 
stages of the administration. 












The trust operations and trust admin- 
istration groups should be kept advised 
of all examinations of tax returns re- 
sulting in deficiencies in tax or over- 
assessments of tax. Likewise, in the case 
of trusts or estates where an accounting 
is to be filed, the tax division should 
be prepared to suggest an amount to 
be reserved for possible future tax pay- 
ments, 









The tax division should also keep all 
interested divisions informed of import- 
ant new cases or rulings which might 
influence their operations. When a new 
tax law is approved, and in some cases 
even before passage, the administrative 
heads of the tax division should plan to 
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extend their knowledge of the changes 
to be effected to those in the administra- 
tion and estate planning divisions whose 
work is to be affected. Senior tax ad- 
ministrators should be available at all 
times to discuss with members of the 
estate planning or administration divi- 
sions problems concerning customers 
and their estates, or internal operating 
procedures. 


In larger trust institutions where the 
volume of trust business and the number 
of employees permit the specialization 
referred to, all divisions should realize 
their place in the entire structure and, 





in addition to a general understanding 
of the functions of the others, develop 
the feeling of a partnership working for 
a common aim, the conscientious and 
efficient executio of our obligations. 


A AA 


Claims Banks Practice Law 


The Hennepin County Bar Association 
has brought suit to enjoin two Minne- 
apolis banks, the First National and 
Northwestern National, from alleged un- 
authorized practice of the law in con- 
nection with their administration of es- 
tates, trusts, tax advice and will plan- 
ning. Both banks have denied the charges. 
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@ TESTAMENTARY TRUSTS 
@ PENSION TRUSTS 
@ INVESTMENT COUNSEL 
@ ANCILLARY ADMINISTRATION 
@ ESCROW SERVICE 
@ REGISTRAR 
@ TRANSFER AGENT 
@ LAND TRUSTS 


@ CERTIFICATION AND 
RELEASE OF TRUST DEED 















A background of more than sixty years of Trust administration 


performance, plus our unusual experience in all matters pertain- 


ing to Illinois real estate, qualify us to give you and your customers 


full cooperation on both corporate and personal trust matters. 


CHICAGO TITLE ano TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 














Employee Opinion Surveyed 

“What You Think About Your Com- 
pany,” a 16-page illustrated booklet re- 
porting the complete results of an em- 
ployee opinion poll last summer, was 
mailed recently by Pitney-Bowes, Inc., 
the postage meter makers, to its 2,500 
employees. 


The report included all questions 
asked of the company’s workers, the 
answers in percentages and with repre- 
sentative employee comments,’ favorable 
and unfavorable. Questions were group- 
ed under the headings, “pay,” “profits,” 
“opportunity,” “security,” “working 
conditions,” “management,” “informa- 
tion,” “job satisfaction,” and at the end 
of each grouping, a brief “management 
comment” summarized the findings, gave 
facts where pertinent, and explained 
policy. 

The poll was conducted by faculty, 
student and administrative personnel of 
Dartmouth College’s Amos Tuck School 
of Business Administrative at Hanover, 
N. H., under direction of Dr. J. E. 
Walters, Professor of Industrial Rela- 
tions, and Leroy H. Jerman, a graduate 
student, who made the poll his thesis. 


In an introduction to the report, 
Walter H. Wheeler, Jr., president of 
PB, said, “We wanted this poll to serve 
two purposes: first, to tell us whether 
we are on the right track in our general 
personnel policies and practices; and 
second, to show up any soft spots— 
weaknesses to be corrected, misunder- 
standings to be cleared up, things over- 
looked and needing attention.” He as- 
sured the employees that “all of us 
in management are giving this a most 
careful going-over, with the prime pur- 
pose of making improvements wherever 
possible, and as soon as possible.” 


In the same preface, Personnel Man- 
ager Joseph J. Morrow told how the 
poll was done and how secrecy was as- 
sured. He reported an 88% employee 
participation, with poll-taking on com- 
pany time, and with supervision by the 
company’s joint labor-management com- 
mittee, the Industrial Relations Council. 


Among the report’s highlights was 
the employee response to questions on 
profits. Asked how much profit the com- 
pany makes on every dollar of sales, 
72% said “7 to 12 cents” and only 17% 
said more; while 64% said this was a 
“fair” profit, and as many as 32% said 
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a higher margin would be “fair.” This 
compares with national surveys showing 
that industrial employees believe indus- 
try makes from 25 to 30 cents profit per 
dollar of sales. Pitney-Bowes’ 1948 fig- 


ure was 9.7 cents. 


Points on which employees rated 
management high were: “doing a good 
job of running the company” (96% 
said “fair” or “excellent”) ; management 
interest in employees (87% said “quite 
a bit” or “very interested”); giving 
enough information about the company’s 
affairs (87% said ‘adequate” or “well 
informed”) ; job satisfaction (32% said 
PB was a “better than average place to 
work”, 59% said “one of the best’’). 

Above average for most similar sur- 
veys, but relatively lower compared to 
the rest of the poll’s percentages, were 
employees’ favorable responses on ad- 
vancement, promotions and pay. 


Bank Employee Plans 


More than one-half of the banks sur- 
veyed have pension, bonus or profit- 
sharing plans for their employees, ac- 
cording to a study of commercial banks 
public relations expenses other than ad- 
vertising, made for the Financial Pub- 
lic Relations Association by Bruce H. 
Macleod, vice president of Union Trust 
Co., Springfield, Mass. Of 171 report- 
ing banks, 91 have pension plans while 
121 have bonus or profit-sharing plans. 
The average yearly cost for the former 
ranges from $2,800 to $500,000; for the 
latter, $4,544 to $191,044. There is a 
higher percentage of pension plans in 
the larger banks, whereas the converse 
is true with respect to bonus and profit- 
sharing plans. 


Surveys Pension Views 


A survey by Mill & Factory Magazine 
among all types and sizes of manufac- 
turing companies reveals the following 
views of management on the subject of 
pension and welfare plans: 

1. A majority, 78%, of the respond- 
ents believe that, in general, manufactur- 
ing companies should set up some kind 
of pension plan for their production em- 
ployees. 

2. Company pension plans, as supple- 
ments to the government Social Security 
program, are preferable to a greatly ex- 
panded old age security program oper- 
ated entirely by the government, 89% 
of the respondents indicate. 


3. Of those respondents who believe 
that company plans are desirable, 94°, 
believe that a contributory plan where. 
by cost is shared by employer and em. 
ployee is preferable to a non-contribv. 
tory plan whereby employer pays entire 
cost. 






4. Costs for sickness benefits and life 
insurance for production workers should 
be handled partly by industry and the 
worker, 75°¢ of the respondents reply, 
Such plans should be handled by indus. 
try, government and worker, 12% be. 
lieve. 









Sound Plans Necessary 





Increasing pressure for pension and 
social benefit plans in industry is inevit- 
able, and unless they are actuarially 
sound they may jeopardize the security 
already obtained, according to Holgar 
J. Johnson, president of the Institute 
of Life Insurance. Speaking before the 
annual meeting of the Institute of Home 
Office Underwriters, Mr. Johnson said: 








“It is urgent that every one con- 
cerned, employers, employees, trustees, 
underwriters, union officials, give serious 
thought to keeping the plans sound, on 
an actuarial base and clearly under- 
standable to those who expect to bene- 
fit from them. If this is not done, our 
troubles may multiply in the future. 


“One thing everyone should keep 
clearly in mind, is that pensions and all 
the other benefits cost money. Whether 
the employee pays anything or not, this 
comes out of production. 
















“Thus, while the added security may 
be desirable, the additions must 
be at ‘a pace too great to be borne by 
the economy.” 





not 









Mr. Johnson said the problem points 
up the significance of the public rela- 
tions role of the home underwriter. 










Pension Coverage for All? 






Senator Taft has warned of the con- 
fusion that exists regarding pensions. 
“The pension settlement madz2 in the steel 
industry raises the question whether we 
are drifting into a general problem of 
providing $100 a month for all persons 
over 65 years of age to be paid either 
from government or industry. If a steel 
worker and a miner are to receive that 
sum, why not a molder or a waiter? ... 


“It would cost about $12 billion a year 
to pay this amount to all persons over 
65 years of age. Of course no such sum 
can be paid out of any pension fund ac- 
cumulated on a sound actuarial basis. 
The reserve would have to be so huge 
that it would have to purchase most of 
the property in the country... .” 
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ESTATE TAXES 


(Continued from page 771) 


revenue must be utilized to meet the 
expanding and contracting needs of the 
Government. The Federal estate tax and 
the gift tax, if continued, should be kept 
stable. 


Economic Effects 


Excessively high estatc tax rates dis- 
rupt the family’s economic position, 
stimulate evasion and produce harmful 
effects upon enterprise. When estate tax 
rates become unreasonable every dol- 
lar of property included in the gross 
estate becomes important. Minor de- 
fects in the law are magnified and in- 
justices become real. 


The then Treasury proposal also ag- 
gravated the depletion of the tax base. 
Before the Ways and Means Committee 
the Treasury said about estate and gift 
taxes: “Small as their relative contribu- 
tion to the total has been in the past, 
it has fallen during the war.” This re- 
sult is partly due to a depletion of the 
estate tax base and partly due to an 
unsound attempted comparison with a 
rapidly expanding income tax. 


We should be just as concerned with 
future tax capacity as with present rev- 
enues. The estate tax is essentially a 
capital tax, and if capital is dissipated 
through excessively high estate tax rates, 
the tax base, that is, the capital which 
produces income subject to taxation, 
may be lost in future generations. While 
it is important to have our present tax 
plans designed so that the present gen- 
eration will pay for as much of the war 
expenditures as possible, future gener- 
ations will have their burden in paying 
for those portions of such expenditures 
as are financed by Government borrow- 
ings. Estate taxes force the second gen- 
eration to pay twice: first, through loss 
of income on the capital levy involved 
in the estate tax, and second, in that 
generation’s proportionate share of cur- 
rent taxes imposed at some future date 
to pay the borrowings. 

If by excessively high income taxes 
the building of wealth through produc- 
live enterprise is prevented and if by 
excessively high death taxes such wealth 
as has already been accumulated is 
removed from productive enterprise, 
there will come a time when compara- 
tively little wealth will remain in pro- 
ductive enterprise. The result will be 
a constant lessening of tax revenues 
from all sources which have productive 
wealth as their base. We cannot main- 
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tain a fruit crop by cutting down pro- 
ductive fruit trees. Nor should we de- 
stroy the stability of an estate tax struc- 
ture by trying to keep it relative to an 
expanded income tax based upon tempo- 
rary requirements. 


Fiscal Situation and Taxes 


If the President’s Midyear Economic 
Report can be taken as an indication 
of fiscal policy, it is apparent that he 
has changed his mind since the first 
part of this year. At that time he indi- 
cated there should be a tax increase of 
$4,000,000,000 and he estimated a 
probable deficit of slightly less than 
$1,000,000,000 for the coming fiscal 
year. Estimates made just recently indi- 
cate a probable deficit of $5,500,000,000, 
based upon the present rate of spend- 
ing and revenues. 


On March 29, 1949, Senator Walter 
F. George, Chairman of the Committee 
on Finance, said: 

“T wish to call attention particularly to 
the tax program announced by the Finance 
Minister of Canada . . . announcing gen- 
eral tax cuts, most of the cuts to be ap- 
plicable immediately, but some of them 
to be retroactive back to the Ist day of 
January of this year. 

“If we are not willing to reduce spend- 
ing by the Federal Government, we shall 
face a deficit or we shall be compelled 
to increase taxes. A $4,000,000,000 tax in- 
crease will not be placed upon the tax- 
payers; a part of it will be a shift. The 
moment we undertake to adjust tax rates 
in this country, there will be a loss of at 
least $1,000,000,000 through the elimina- 
tion of many excise taxes which ought to 
be eliminated, and through the reduction 
of others which ought to be reduced; and, 
instead of $4,000,000,000, we shall neces- 
sarily have to increase the tax rates to a 
point where we can realize at least $5,000,- 
000,000.” 

It would seem to me from the above 
remarks that we have to do one of three 
things: reduce our expenditures, in- 
crease our taxes or indulge in deficit fi- 
nancing. The change in recommenda- 
tions between the tax statement of the 
President at the first of the year and 
that of the midyear would indicate a 
policy of deficit financing. This, of 
course, is inflationary in its tendencies. 


Capital for Current Expenses 


Congressman Forand proposes to 
raise some $250,000,000 through in- 
creases in Federal estate tax. One item 
alone of Federal expenditure amounted 
to $203,000,000 for the fiscal year 1949. 
This is the potato price item of the 
crop marketing price support reported 
by the Agricultural Department. For the 
1948 crop marketing year, this item 
totalled $225,000,000. 


The’ net effect of the Forand Bill on 
estate taxes is to increase taxes in the 
nature of a capital levy for the purpose 
of meeting current expenditures, $200,- 
000,000 of which is created by the price 
support plan of the Federal Government. 
Of course, no part of the Federal deficit 
can be properly allocated to any one 
item of expenditure, but in its net effect 
this price support caused a part of the 
deficit, and requires either raising that 
much more revenue or borrowing that 
much more money. 


The Commissioner of Internal Rev- 
enue reported $822,380,121 as collec- 
tions from the estate tax for 1948, out 
of total taxes of about $42,000,000,000. 
Gift taxes collected were $76,965,322. 
These two sources yielded a little over 
two per cent of total collections, and 
$300,000,000 less for the year than the 
amount collected from the cigarette tax 
alone. It seems perfectly clear that the 
amount of the revenue derived from 
estate and gift taxes is inconsequential 
compared with the disproportionate 
effect of such taxes upon the nation’s 
economy, ‘when the adverse economic 
effect, not only of the amount of tax 
collected but of the cost of collection 
imposed upon the taxpayer through de- 
lay and expenses, is also considered. 


In 1946, the General Counsel for the 
Treasury Department remarked in a 
public statement: “. . . . these taxes may 
be regarded more as instruments to re- 
tard growth of huge hereditary fortunes 
than as sources of revenue and instru- 
ments of fiscal policy.” A number of 
recent recommendations by economists 
indicate that the Federal estate and gift 
taxes should be repealed and returned 
to the states where they more properly 
belong. The estate and gift tax provi- 
sions of the Forand bill should be re- 
jected by Congress. We should not im- 
pose an added tax in the nature of a 
capital levy upon one already too high, 
for the purpose of meeting current ex- 
penditures. 


A A A 


Apportionment of 
Compensation 


“Apportionment of Trustee’s Com- 
pensation” is the subject of Gilbert T. 
Stephenson’s current Study in Trust 
Business, published as part of The Trust 
Bulletin for November. Mr. Stephenson 
inquires into the decisions, legislation 
and prevailing practices on the subject, 
and offers suggestions as to what can 
be done by the legislatures, settlors and 
trustees. 
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TRUST PERSONNEL CHANGES 


DELAWARE 


Wilmington — 
Judge George Bur- 
ton Pearson, Jr., 
associate judge at 
large of the state 
judiciary, has re- 
signed to become a 
vice president in 
the trust depart- 
ment of WILMING- 
TON TRusT Co., ef- 
fective the first of the year. Judge Pear- 
son served on the state bench since 1939, 
when he was appointed vice chancellor 
of Delaware. He is a member of the board 
of managers of the Wilmington Institute 
Free Library. Judge Pearson wrote an 
outstanding article on Disposition of Un- 
claimed Trust Funds in the July 1943 is- 
sue of TRUSTS AND ESTATES. 

Miami Beach—Thomas E. Camp, III, 
has been elected assistant trust officer of 
MIAMI BEACH FIRST NATIONAL BANK. 
He recently resigned that position with 
the FULTON NATIONAL BANK of Atlanta, 
Georgia. 


GEORGE B. PEARSON, JR. 


GEORGIA 


Atlanta—W. LeRoy Daughtry retired 
as trust officer under the retirement plan 
of the TRUST COMPANY OF GEORGIA, after 
88 years of service. He has been elected 
executive vice president of the Central 
Atlanta Improvement Association. 


ILLINOIS 


Chicago—In the trust department of 
Harris Trust & SAVINGS BANK, Thomas 
C. Barnes was advanced to assistant vice 
president and Robert H. Long made an 
assistant secretary. 


INDIANA 


Vincennes—Paul Sweeney was named 
assistant trust officer and cashier at SE- 
CURITY BANK & TRUST Co. 


NEW YORK 


Amsterdam—J. B. Bostwick, assistant 
cashier of AMSTERDAM CITY NATIONAL 
BANK, has been elected also trust officer, 
succeeding Thomas J. Weyle. The latter 
remains as vice president. 

New York — 
Charles J. Stewart 
was elected pres- 
ident of THE NEW 
YorkK Trust Co. to 
succeed John E. 
Bierwirth, who re- 
signed to become 
president of Na- 
tional Distillers 
Products Corp. 
Adrian M. Massie, a vice president, was 
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elected to the newly created office of ex- 
ecutive vice president. 


Mr. Stewart, graduated from Yale Uni- 
versity in 1918, has been associated with 
the New York Trust Co. since 1930. Fol- 
lowing his election as vice president in 
1934 he directed the company’s commer- 
cial banking activities. 


Mr. Massie, also a graduate of Yale 
and a member of the board of trustees 
since 1945, has been in charge of the in- 
vestment division since joining the com- 
pany as a vice president in 1934. 


Geneva & Rochester—LINCOLN ROCHES- 
TER TRUST Co. appointed Francis T. San- 
derson a trust administrator of the Gen- 
eva branch, to succeed Donald H. Burgan, 
who has been placed in charge of adver- 
tising and public relations at the home 
office in Rochester. 


OHIO 


Cleveland — Ed- 
ward L. Maas has 
been made an as- 
sistant vice pres- 
ident in the trust 
investment division 
of NATIONAL CITY 
BANK. A graduate 
of Columbia Uni- 
veristy School of 
Business, Mr. Maas 
was formerly with The New York Trust 
Co. in statistical and investment work. 





EDWARD L. MAAS 


PENNSYLVANIA 


Pittsburgh—MELLON NATIONAL BANK 
& Trust Co. changes in the trust depart- 
ment were as follows: Alexander Hill and 
Frank E. Strobach, former trust officers, 
advanced to assistant vice presidents in 
the personal trust division; Frederick K. 
Hogg named investment officer and Ralph 
E. Hubacher, assistant secretary in that 
division; Clarence J. Robinson, assistant 
secretary in the corporate trust division. 


Pittsburgh—John A. Byerly, vice pres- 
ident, has been elected also trust officer 
of the FIDELITY TRUST Co., succeeding 
the late George C. Burgwin as head of 
the trust department. 


CANADA 


Toronto — Gor- 
don C. Lindsay, 
C.B.E., has _ been 
appointed general 
manager of TORON- 
TO GENERAL TRUSTS 
CORPORATION, suc- 
ceeding W. G. Wat- 
son. Mr. Lindsay 
formerly practiced 
law in Manitoba 
and Ontario and joined the trust com- 





> 
GORDON C. LINDSAY 


pany staff in 1934. During the war years 
he served as an assistant chairman on the 
National War Finance Committee and 
was created a C.B.E. in the 1946 honours 
list. 


W. G. Watson, who is retiring as vice 
president and general manager, is the 
acknowledged dean of the trust business 
in Canada. In recognition of his great 
contribution to its development, he has 
been elected honorary president of the 
Corporation, with which he has been ac. 
tively connected for over a half century, 


A A A 
BRIEFS 


Phoenix, Ariz.—Victor H. Pulis, trust 
officer of VALLEY NATIONAL BANK, has 
been appointed state vice president of 
the Trust Division, American Bankers 
Association. 


Macon, Ga.—Guyton G. Abney, vice 
president and trust officer of City BANK 
& TRUST Co., was elected district treas- 
urer of the George District of Kiwanis. 


Indianapolis, Ind.—J. Albert Smith, 
vice president and trust officer of FIDEL- 
ITY TRUST Co., has been appointed a men- 
ber of the Indianapolis Redevelopment 
Commission. 


New York, N. Y.—CHEMICAL BANK & 
TrusT Co. Quarter Century Club held its 
dinner on November 22 at the Starlight 
Roof of The Waldorf-Astoria. Highlight 
of the evening was the announcement 
of the winners of the Essay Contest en- 
titled “My Bank—My Job,” held under 
the sponsorship of the club. Contestants 
were limited to the clerical force, and the 
winners included Frederick Marlock of 
the corporate trust department, second 
prize. The club has a membership of 215 
of which 168 are actively employed and 
47 have been retired. 


New York, N. Y.—GUARANTY TRUST 
Co.’s Quarter Century Club held its 
ninth annual dinner in the grand ball- 
room of The Waldorf-Astoria on Noven- 
ber 4, with 600 attending. The club has 
inducted 1,058 members and includes in 
its roster more than one-fifth of the 
bank’s active staff as well as 150 men- 
bers retired on pension. 


Tulsa, Okla.—R. Elmo Thomas, vice 
president and trust officer of First Na- 
TIONAL BANK, spoke on “Industrial De 
velopment” at the recent annual dinne! 
of the Shawnee Chamber of Commerce. 


Philadelphia, Pa.—Percy C. Madeira, 
Jr., president of LAND TITLE BANK & 
Trust Co., discussed trusts, wills and it 
heritance taxes at the Women’s Invest 
ment Forum sponsored on October 12 by 
the Philadelphia-Baltimore Stock Ex 
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change and the Consumers Advisory 
Council of the Philadelphia Chamber of 
Commerce. 


Temple, Tex.—First NATIONAL BANK 
has been granted trust powers under the 
Federal Reserve Act. 


MERGERS 


Phoenix, Ariz— F Inst NATIONAL BANK 
oF ARIZONA and the PHOENIX SAVINGS 
BANK & TRUST Co., consolidated under 
the charter and title of the former. 


Sacramento & San Francisco, Cal. — 
ANGLO CALIFORNIA NATIONAL BANK of 
San Francisco has acquired the CAPITAL 
NATIONAL BANK of Sacramento as its 
28th branch office in Northern and Cen- 
tral California. The Capital was the larg- 
est independent bank in the interior of 
the State and third largest non-branch 
bank. The Anglo system now has assets 
of more than $600,000,000. President A. 
A. Calkins said all officers and members 
of the Capital’s banking staff will con- 
tinue in the employ of the Anglo, includ- 
ing Allen Thomas, trust officer, and R. 
L. Taylor, assistant trust officer. 


Hartford, Conn.—The CAPITOL STATE 
BANK & Trust Co. (former Capitol Na- 
tional Bank & Trust Co.) became a 
branch of the PHOENIX STATE BANK & 
Trust Co., effective this month. Calvin 
C. Bolles, vice president of the Capitol, 
will continue as active head of that 
branch, under the same title. 


Wilmington, Del.—CLAYMONT TRUST 
Co. was merged into and became a branch 
office of WILMINGTON TRUST Co. J. Gor- 
don McMillan, president of Claymont 
Trust, becomes a vice president of Wil- 
mington Trust at the new branch. 


Chicago, Ill. — LASALLE NATIONAL 
BANK has completed arrangements for 
the acquisition of the trust business of 
METROPOLITAN TRUST Co. Certain Metro- 
politan officers and employees will be 
added to LaSalle’s trust department, of 
which Joseph G. Porter is vice president 
in charge. Metropolitan Trust contem- 
plates merging with the Metropolitan In- 
vestment Co. and eventually its future 
business activities will be confined to in- 
vestment banking. 


Buffalo, N. Y. — MANUFACTURERS & 
TRADERS TrusT Co., Buffalo, and the 
LocKPoRT EXCHANGE TRUST Co., Lock- 
port, merged upon approval of the stock- 
holders of both institutions, under the 
name of the former. 


Freeport, N. Y.—Consolidation was ef- 
fected of the First NATIONAL BANK & 
Trust Co. of Freeport and the First 
NATIONAL BANK of Merrick, under the 
title of the ISLAND NATIONAL BANK OF 
FREEPORT. Authorization has been given 
to establish a branch at Merrick. 

New York, N. Y.—MaARINE MIDLAND 
TRUST Co. has been authorized to estab- 
lish a branch office at the former location 
of the BANK OF YORKTOWN, which was 
merged into the Marine. 
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Glasgow, Scotland—The CLYDESDALE 
BANK, Ltd., and the North of Scotland 
Bank will be merged on January 1 as the 
CLYDESDALE & NORTH OF SCOTLAND BANK, 
Ltd., subject to approval of the Scottish 
Court of Session. Capital of both institu- 
tions is owned by the Midland Bank, and 
it will thus become the largest banking 
unit in Scotland. 


IN MEMORIAM 


CoNNER MALoTT, former vice pres- 
ident and trust officer of the Spokane and 
Eastern branch of SEATTLE-FIrRST Na- 
TIONAL BANK. 

JOHN P. McCGEAN, assistant trust offi- 
cer of CLEVELAND TRUST Co. 

JOSEPH R. PEATMAN, assistant trust 
officer of TITLE INSURANCE & TRUST CoO., 
Los Angeles. 

SAMUEL E. RAGLAND, chairman of the 
First NATIONAL BANK, Memphis. 

A. K. THOMAS, vice president and trust 
officer of ALLISON-EAST END Trust Co., 
Harrisburg, Pa. 

HARRISON G. WOODRUFF, vice president 
and trust officer of MONTPELIER (Vt.) 
SAVINGS BANK & TrRustT Co. 


A A A 
Heads Fiduciaries 


At the October meeting of FIDUCIAR- 
IES ASSOCIATION, GROUP VII PENNSYL- 
VANIA BANKERS ASSOCIATION, the follow- 
ing new officers were elected: 

Chairman—Glenn E. Stone, Warren 
National Bank. 


Vice Chm.—A. P. Quay, Security Peo- 
ples Trust Co., Erie. 


Sec.-Treas.—J. S. Armstrong, Grove 
City National Bank. 


Bank Renews Union Contract 


Barnard Townsend, president of Title 
Guarantee and Trust Co., of New York, 
has announced that negotiations have 
been concluded with the Financial Em- 
ployees Guild for a renewal of the pres- 
ent union contract for two years. Wage 
increases in the company in recent years 
have more than kept pace with the rise 
in living costs, he pointed out, and com- 
pare favorably with wages in similar 
businesses in the metropolitan area. The 
company has agreed to subscribe to the 
Health Insurance Plan of Greater New 
York, and vacations have been increased 
from three weeks to four weeks for em- 
ployees with 15 years of service. The 
contract provides that the company has 
the right to determine the number of 
employees to be retained in each job, 
department, or office, and to change any 
method of operation in whole or in part. 


A A A 
A Tribute to 1,387 People... 


This is the title of an unusual bank 
advertisement which appeared recently 
in New York newspapers. Published by 
the Chase National Bank, it recorded 
the dinner—at The Waldorf-Astoria— 
given in honor of those who had been 
in the bank’s employ for over 25 years. 
Remarking also that another 651 former 
employees are receiving monthly pen- 
sion payments, the tribute closed with 
words of appreciation, over the signa- 
tures of president Ebbott and chairman 
Aldrich, for their loyal service to bank, 
customers and community. 
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CURRENT LITERATURE NOTES 


Books 


Current Legal Forms with Tax An- 
alysis 

RABKIN & JOHNSON. Matthew Bender & 

Co., Albany. 1015 pp. $16.50 per volume. 

The second book of this three-volume 
set has just been published, an appear- 
ance eagerly awaited because of the al- 
ready demonstrated usefulness of the 
first volume. The latter covered Partner- 
ships, Employment and Compensation, 
and Corporate Organization. (See Re- 
view in May 1949 T&E, p. 311.) 


Volume 2 deals with Sale of Goods, 
Sales of Stock and Business Assets, and 
Credit and Finance. As stated previously, 
the approach adopted in this work en- 
ables the draftsman to recognize the tax 
implications of a given situation, locate 
the solutions with dispatch and prepare 
the agreement accordingly. 

Each chapter begins with a detailed ex- 
planation of the scheme thereof, followed 
by the tax background of the particular 
subject. Then come the forms, with com- 
ments, and finally the annotations. Pe- 
riodically issued supplementary material 
is neatly accommodated by the looseleaf 
binder. 

Those who have used the authors’ ser- 
vice on Federal Income, Gift and Estate 
Taxation will find this set of even greater 
practical value. The third volume, treat- 
ing Husband and Wife, Wills, Trusts and 
Insurance, is anticipated with much in- 
terest. 


Cases and Material on Law and Ac- 
counting 
DONALD SCHAPIRO and RALPH WIEN- 


SHIENK.The Foundation Press, Brooklyn. 935 
pp. $8.00. 


Designed primarily for a law school 
course, this book nevertheless contains a 
substantial amount of helpful material to 
the practitioner of trust and estate ac- 
counting. Over 20 per cent of the volume 
is devoted to this subject, with a liberal 
interspersing of text material in addi- 
tion to excerpts from court decisions. 


Some of the topics discussed under this 
head are: accrual in trust accounting, 
receipts and distributions incident to cor- 
porate capital, terminable receipts from 
assets styled unproductive or hazardous 
or wasting or depreciable, bond discount 
and premium, and estate corporations. 


Handbook for Pension Planning 


Bureau of National Affairs, Washington. 363 pp. 
$5.00. 


This is a timely and comprehensive 
treatment, primarily from the standpoint 
of the layman, of the various areas of 
pension planning. Each chapter has been 
prepared by well known authorities in 
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the field. Included also are a typical plan 
and trust agreement, and explanatory 
questions and answers. 

The scope of this manual can best be 
indicated by listing the chapter headings, 
with their authors: Designing a Pension 
Plan (Denis B. Maduro), Qualifying a 
Plan: Tax and Legal Aspects (Gustave 
Simons), Financing a Plan (John B. St. 
John), Costs (William W. Fellers), 
Amending or Terminating a Plan (N. 
Matthew Gottesman), How Benefits are 
Taxed to Employees (Fleming Bomar), 
Bargaining on Pensions (BNA Staff), 
and Selling the Plan to Employees (Aus- 
tin M. Fisher). 


The Theory of Corporate Profits 


? ROY A. FOULKE, Dun & Bradstreet, Inc., 
New York. 97 pp. 


' How a combination of recorded facts, 
accounting conventions, and personal 
judgment result in “accounting” profits 
that often differ radically from real 
profits is shown in this pamphlet by the 
Dun & Bradstreet vice president. Since 
existing accountancy fails to take into 
mathematical computations depreciation 
on replacement values and “accounting 
profits,” the rigid framework fails to re- 
flect accurately the fluctuations of the 
“real” profit dollars. 

Real profits, Mr. Foulke says, are re- 
lated to current values, while accounting 
profits are based on recorded costs in- 
curred over a period of time at changing 
price levels. There is a fallacy in com- 
paring accounting profits of today with 
those of any other period since dollars 
of differing values are involved for each 
period. 

Accounting conventions require corpor- 
ations to include depreciating charges 
that are insufficient during a period of 
rising prices to replace worn out equip- 
ment at current high price levels, while 
low depreciation charges help to give 
the illusion of high profits. The real level 
of profits can be determined by its rela- 
tionship with wages, dividends and earn- 
ings generally. 


The Supervisor’s Management Guide 


American Management Association, New York. 

200 pp. $3 members; $3.50 non-members. 

This sequel to AMA’s previous super- 
visory handbook (The Foreman’s Basic 
Kit, The Management Leader’s Manual) 
presents case histories of successful su- 
pervisory programs and techniques de- 
veloped by companies in all types of in- 
dustry. It is intended for use as a desk 
manual for operating management, for 
individual reading by executives, and for 
supervisory conference training through 
chapter by chapter discussion. Twenty 
chapters deal with the principles of hu- 





man relations, supervisory attitudes and 
practices and theiy effects on worker 
morale and productivity, the executive 
responsibility for developing morale, 
dealing with emotional problems on the 
job, art of speaking effectively to employ- 
ees, tests for determining competent su- 
pervisors and executives, and related sub- 
jects. 

The work of 17 authors, industrial 
executives, educators, and others, is 
edited by M. Joseph Dooher and Vivienne 
Marquis. 


Human Action 


LUDWIG VAN MISES. Yale University Press, 

New Haven, Conn. 889 pp. $10. 

One of the most searching and uncom- 
promising statements of the case for 
capitalism yet published, this book sets 
its pace thus: “At the present stage both 
of economic thinking and of political dis- 
cussions concerning the fundamental is- 
sues of social organization, it is no longer 
feasible to isolate the treatment of catal- 
lactic problems proper. These problems 
are only a segment of a general science 
of human action and must be dealt with 
as such.”’ The book deals in the compre- 
hensive science, “Praxeology” or “the 
science of every kind of human action.” 

The work seeks to bring an understand- 
ing of the interrelationship or connected- 
ness of all economic phenomena and dis- 
closes the impossibility of understanding 
isolated phenomena such as “collective 
bargaining” or “labor problems,” or of 
accurately estimating effects of parts 
lifted out of the whole — “monetary eco- 
nomics,” “agricultural economics” or 
“labor economics.” 


ThisNs a rigidly reasoned study of the 
manifold activities of human beings, a 
philosophy of economics based on anal- 
ysis of relationships. As the publishers 
observe the book is “the counterweight of 
Marx’s Das Capital, of Lord Keynes’ 
General Theory and of countless other 
books recommending socialization, plan- 
ning, credit expansion, and similar pana- 
ceas.” 


ARTICLES 


Are Transfers Pursuant to Separation 
Agreements Gifts? 


WILLIAM M. KAPLAN. Tax Law Review, 
November. 


While very few transfers made in con- 
sideration of the relinquishment or prom- 
ised relinquishment of marital rights in 
a decedent’s property can escape gift tax, 
recent decisions have cast doubt on such 
transfers when made pursuant to sepal- 
ation agreements. E.T. 19, promulgated 
by the Treasury in 1946, recognizes that 
a release of support rights may consti- 
tute consideration for purposes of estate 
and gift taxes, to the extent that the 
value of property transferred does not 
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TATES 


exceed the reasonable value of the sup- 
port rights. 

Three Tax Court decisions have dis- 
agreed with the Commissioner’s applica- 
tion of this ruling, consideration being 
denied where there was no legal obliga- 
tion to support a divorced spouse fol- 
lowing remarriage and where property 
was transferred pursuant to a separation 
agreement. The Second Circuit Court of 
Appeals has upheld the Commissioner, 
maintaining that there should be no dis- 
tinction between antenuptial settlements 
and those under separation agreements. 
The author’s position is that a transfer 
should be taxed as a gift to the extent 
that it exceeds the value of support 
rights. 


Estate Planning under the Revenue 
Act of 1948 — The Regulations 


A. JAMES CASNER. Harvard Law Review, 
November. 


The major portion of this comment, 
which is a supplement to the author’s 
earlier paper, deals with the considera- 
tions to be borne in mind in choosing be- 
tween a trust with power of appointment 
in the wife and a trust with corpus 
passing to her estate, for purposes of 
gaining the marital deduction. These fac- 
tors are: extent of desired control by 
wife, importance of excluding or includ- 
ing value of income for deduction, effect 
of possible creditors of wife, operation 
of rule against perpetuities, and impact 


of probate expenses, state taxes and de- 
lays at wife’s death. 

Similar considerations are applicable 
in the treatment of life insurance pro- 
ceeds. A final suggestion relates to the 
appropriateness of a clause negativing 
the usual presumption of order of deaths. 


Tax Situation in Alimony Trusts 
J. K. LASSER. Journal of Accountancy, Nov- 


ember. 

The question whether alimony pay- 
ments are deductible or not depends upon 
answers to these queries: has there been 
a divorce or separation; how does di- 
vorce or separation affect splitting of 
income; is there an obligation to support; 
does the agreement furnish a deduction; 
are there payments on account of minors; 
are the payments periodic. The noted 
author makes suggestions for preparing 
the agreement to insure deductibility. 


Temporary Trusts Save Taxes 


SOLOMON HUBER and LEON GOLD. The 
Pelican (Mutual Benefit Life Ins. Co.) October. 


This is a novel presentation of the use 
of a term trust to shift income tax lia- 
bility from the donor to the beneficiaries. 
Acknowledging that an estate tax will be 
payable if the donor dies -within the term 
of the trust (a minimum of ten or fifteen 
years, depending upon the powers of 
management reserved by the grantor) 
the authors point out that such tax would 
be no greater than if the trust were not 


created. Gift tax is limited to the com- 
muted value of the income. What can and 
cannot be done to accomplish the income 
tax shift under the Clifford Regulations 
(never so referred to in the article) is 
interestingly outlined. 


Rule Against Prolonged Indestruct- 
ibility of Private Trusts 


JOSEPH P. MORRAY. Illinois Law Review, 
October. 


The author maintains that the courts 
are slowly fashioning a rule designed to 
limit the fettering of property, a rule 
he labels as per the title. Because of the 
close relationship of this rule to the 
Rule against Perpetuities, he believes 
that the permissible maximum will be 
lives in being plus twenty-one years. 
Only the business trust should escape the 
limits of indestructibility. 


Where the indestructibility is created 
by a provision for postponement of en- 
joyment, or accumulation of income, or 
spendthrift restraints, the trust itself 
need not be held vulnerable to external 
attack. The prolonged indestructibility 
can be corrected by ordering termination 
at the suit of the beneficiaries. Only 
where no internal attack is possible, as 
in the case of honorary trusts (for ani- 
mals, tombstones, masses, etc.), should 
the trust itself be invalidated. 


We maintain complete trust 


services for individuals and corporations. We invite your 


inquiry whenever we can be of assistance in this area. 


CiTY NATIONAL BANK 


AND TRUST COMPANY of Chicago 
208 SOUTH LA SALLE STREET 


(MEMBER FEDERAL DEPOSIT INSURANCE CORP.) 
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WHERE THERE'S A WILL 


WituiaM A. JULIAN, late Treasurer of 
the United States, left an estate of 
$4,457,988, according to an inventory 
filed last month by Central Trust Co. 
of Cincinnati, executor. Cash of $436,- 
513 was deposited in banks in several 
cities, while bonds totalled $177,678 and 
stocks $3,757,576. The will leaves a be- 
quest of $100,000 to a nephew, and $50,- 
000 each to two other individuals. An 
unestimated trust fund is to be divided 
among Berea College, Y.W.C.A. and 


several other charitable institutions. 


FRANK MorGan, veteran of stage, 
screen and radio, left his brother actor 
Ralph $5,000 and the rest of his estate, 
estimated around $1,000,000, in trust. 
Ten per cent of the trust income is to 
go to his sister Zoyla, with the proviso 
that it shall not exceed $100 per month. 
The balance of the income is to be paid 
to Mrs. Morgan. The trustees—an indi- 
vidual and Farmers & Merchants Na- 
tional Bank of Los Angeles—are author- 
ized in their discretion to give son 
George up to 25 per cent of the trust 
fund to enable him to start a business. 


Epwarp R. STettinius, Jr., former 
Secretary of State, left an estate of 
$320,000 exclusive of life insurance and 
interests in family trusts. Mrs. Stettini- 
us receives the entire estate and the in- 
surance, while the trusts pass to three 
children. Juan Trippe, president of Pan 
American Airways and Mr. Stettinius’ 
brother-in-law, was named executor with 
two other individuals. 


Wittiam Gerry Morcan, former 
president of the American Medical As- 
sociation, left his secretary of more 
than a quarter century a bequest of 
$5,000. After numerous token legacies, 
Dr. Morgan placed the remainder of 
his estate in trust with his daughter 
Myra and National Savings and Trust 
Co., Washington, D. C., whom he also 
appointed as executors. The trustees are 
to pay Mrs. Morgan the income and so 
much of the principal as they deem 
necessary. 

Upon her death, the income is to be 
divided among their three daughters or 
the issue of any predeceased daughter. 
When the youngest grandchild living at 
the time of Dr. Morgan’s death attains 
the age of twenty-one, or upon Mrs. 
Morgan’s death, whichever occurs later, 
the principal is to be divided among 
the daughters, the share of anyone pre- 
deceasing to go to her children. 


SoLomMon R. GUGGENHEIM, mining 
magnate and philanthropist, left more 
than $8,000,000 under his will to the 
foundation bearing his name which he 
established in 1937 to further modern 
art. The larger part of his estate, which 
will be administered by two individuals, 
is placed in trust, the income to go to 
Mrs. Guggenheim. Upon her death, the 
property is to be divided into numerous 
trusts for their three daughters and 
their children. Nieces and nephews 
share $100,000, while a like amount is 
to be distributed among servants and 
other employees. 


| 


ar et aa 


“Examining the Legacy”: Engraved by Ballarini, from painting of E. Pagliano 


THEODORE LUCE, president of the {. 
nancial advisory firm bearing his name, 
left a domicile problem as well as a will, 
Queens County (N.Y.) Surrogate Sava. 
rese has ruled that the decedent was a 
resident of New York rather than Flor. 
ida, and has ordered Chemical Bank & 
Trust Co., which is named as executor 
and trustee, to file the will for probate 
in Queens, as petitioned by Mrs. Luce 
and her daughter. 


In addition to incurring a New York 
estate tax of some $300,000 on the esti- 
mated $4,000,000 estate, the ruling will 
permit the widow and daughter to con. 
test the provision leaving the entire 
estate, other than $10,000 annuities for 
them, to religious, educational and char. 
itable organizations. Unlike Florida, the 
law in New York prohibits a testator 
from bequeathing more than one-half 
of his estate to charity where he is 
survived by a widow or child. 


The converse of the Luce situation 
came to light a day later in another 
Surrogate’s Court in New York state, 
also involving Florida. The widow of 
Dr. JosepH WHITTLESAY NOBLE, who 
left an estate estimated between four 
and seven million dollars, has petitioned 
Westchester Surrogate Griffiths to re- 
fuse to probate her husband’s will there 
on the ground that he was a Florida 
resident. 


The will provides that Mrs. Noble 
is to receive $25,000 and their Yonkers 
residence outright, and the income from 
the residuary estate. Upon her death, 
all but $250,000 is to go to Carlisle 
(Pa.) Hospital. Whereas New York 
merely limits the amount of a charitable 
bequest where there is a spouse or 
descendants, the Florida statute com- 
pletely invalidates such bequests under 
a will executed within six months of 


death. 


SuMNER WELLES, former Secretary 
of State, receives a cash bequest of $200, 
000 under the will of his wife Mathilde, 
who left an estate valued in excess of 
$1,400,000. Mrs. Welles also bequeathed 
$10,000 each to two stepsons, while a 
cousin is given $50,000. A total of 
$45,000 is to be divided among servants 
and employees, with a secretary re 
ceiving $3,600 a year from a trust fund. 
Upon Mr. Welles’ death, the estate is 
to be distributed to another cousin oF 
her issue. If there are none, an individ- 
ual and National Savings & Trust Co. 
of Washington, D. C., named as execu- 
tors and trustees, will select a charity 
for the benefit of underprivileged chil- 
dren. 
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ESTATE TAX 


Declaration in will not sufficient to 
convert separate property into commun- 
ity property. Upon death of decedent, 
resident of California, Commissioner in- 
cluded value of all property standing in 
his name at death in his gross estate. 
Decedent’s widow paid tax and filed claim 
for refund on ground that said property 
was community property since Septem- 
ber 17, 1939. On that date decedent exe- 
cuted his last will, in which he declared 
his property to be community in charac- 
ter, and thereby vesting his wife with 
interest in one-half thereof. 


HELD: Refund denied. Under Cali- 


fornia law, husband and wife, by agree-. 


ment, may transmute separate property 
into community property and vice versa. 
Here, however, declaration in decedent’s 
will was not equivalent to such agree- 
ment, declaration being unilateral and 
none of fundamentals of contract being 
present. Will could have been revoked or 
modified any time and, therefore, declar- 
ation in it could not achieve conversion 
into community property. Plummer v. 
United. States, U. S. D. C., N. D. Calif., 
July 25. 


Gifts of currency kept in joint safe 
deposit box not made in contemplation 
of death. Upon decedent’s death, envel- 
ope containing seven packages of cur- 
rency, totalling $15,000, was found in 
safe deposit box held jointly by decedent 
and his wife. Envelope was marked in 
handwriting of decedent “Personal 
papers belonging to Katie L. Carrington” 
(the wife), and each package of cur- 
rency was endorsed with dates several 
years prior to decedent’s death. Wife, as 
administratrix, disclosed gifts on estate 
tax return but claimed they were exempt 
as having been completed during deced- 
ent’s lifetime. Commissioner determined 
that gifts were made in contemplation of 
death and assessed deficiency. Wife paid 
deficiency and brought suit for refund. 


HELD: Refund granted. Gifts were 
complete and not made in contemplation 
of death. Testimony showed that the 
seven packages of currency were actually 
and manually delivered by decedent to 
his wife at about dates endorsed on wrap- 
pers, with intent to make valid gifts at 
time of delivery. There was further testi- 
mony to effect that purpose of gifts was 
to make sure that wife should not, in 
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future, have again to undergo such finan- 
cial troubles and hardships as she had 
experienced in previous years. Carring- 
ton v. Nicholas, U. S. D. C., Colo., 
July 15. 


Temporary situs does not subject non- 
resident’s estate to tax. Decedent, citizen 
of Canada, left there about November 
15, 1942, with her husband for Bahamas, 
where it was her custom to spend five or 
six months each year. She was in poor 
health at time and planned to stop a 
short while at Winter Park, Florida, in 
order to break journey to Nassau. She 
also wanted to consult doctor who had 
been recommended to them. While there, 
decedent was confined to bed by poor 
health and, suffering heart attack, died 
on December 17, 1942. 


At time of death, decedent had a case 
with her containing jewels valued at 
$30,000, and clothing and other personal 
items worth $1,000. Executor of estate 
did not include these items in decedent’s 
estate. Commissioner claimed they should 
have been included under Section 861 
as property situated in the United States. 
Executor paid tax and brought suit for 
refund. 


HELD: Refund granted. There was no 
doubt that jewelry and other personal 
property which decedent had with her at 
time of death were physically situated 
within the United States and would ap- 
pear to have acquired a situs here. How- 
ever, their presence here was merely 
transitory, with no degree of perma- 
nency. This was not enough to warrant 
imposition of estate tax within purview 
of law. Delaney v. Murchie, C.A.-1, 
Oct. 28. 


Girt TAx 

Division of community property not 
taxable gift. On November 16, 1943, tax- 
payer and wife, in accordance with per- 
missive provisions of California law, en- 
tered into written “Property Settlement 
Agreement” under which they converted 
their entire community property into 
separate property of each as tenants in 
common, and agreed that each should 
hold the respective undivided one-half in- 
terests free from all community property 
rights or privileges of the other. 

Taxpayer disclosed transfer by filing 
gift tax return which indicated that no 
net gifts were made and no gift tax 
was due. Commissioner maintained trans- 







fer was a gift and determined deficiency. 
Taxpayer paid tax and brought suit for 
refund. 

HELD: Refund granted. Agreement 
converting community property into ten- 
ancy in common did not involve, result 
in, nor constitute transfer by way of 
gift, within meaning of gift tax pro- 
visions of Code. To extent that Section 
86.2 of Gift Tax Regulations 108 purports 
to hold as taxable a conversion of com- 
munity property into tenancies in com- 
mon, subsequent to 1942, it is invalid as 
applied to facts in this case. Essick v. 
United States, U. S. D. C., S. D. of Calif., 
Oct. 20. 


INCOME TAX 


Return of capital not subject to in- 
come tax. Taxpayers placed their prop- 
erty in trust for themselves in 1926. In 
1932 trustee, acting in accordance with 
authority under trust, transferred cer- 
tain trust property to beneficiaries to en- 
able them to place a mortgage thereon 
to secure a debt. Mortgage was executed 
and thereafter property was returned to 
trust subject to mortgage. 


In 1938 beneficiaries directed trustee to 
convey part of mortgaged property to 
mortgagee in discharge of their guaranty 
and in lieu of foreclosure. Thereafter, at 
election of beneficiaries, trust was closed 
and remaining assets distributed. In 1943 
taxpayers, pursuant to terms of mort- 
gage, received from holders of guaranty 
share of amount recovered on debt they 
had guaranteed. 


Commissioner contended that right of 
recovery under terms of guaranty was 
an asset of trust which passed to taxpay- 
ers upon liquidation of trust in 1938; 
this right was, in fact, worthless at that 
time; its basis to the taxpayers was zero 
and, hence, entire amount recovered in 
1943 constituted taxable income. 


HELD: Commissioner overruled. 
Amount recovered was received by tax- 
payers in their own right under a stipu- 
lation contained in guaranty, and not as 
distributees under trust. Value in 1938 
of property conveyed in discharge of 
their obligation was basis for determin- 
ing gain or loss. The 1938 value of prop- 
erty transferred was in excess of the 
amount ‘received in 1943. Therefore, re- 
covery was a return of capital and»not 
taxable income. Brandt v. Comm., 13 T. 
C. No. 98, Nov. 9. 


825. 








Deduction denied for contribution to 
employees’ trusts. Taxpayer created two 
trusts for employees. One, known as “Em- 
ployees’ Trust,” was a stock bonus, profit 
sharing and pension plan for hourly paid 
employees, running ten years, with pos- 
sibility of its being extended for five 
years. Other, known as “Executive Em- 
ployees’ Trust,” was a profit sharing, 
stock bonus and pension plan for benefit 
of executive officers, only two in number 
at time and both shareholders. 


According to technical language of 
trust instruments, trusts might have 
conformed to Internal Revenue Code Sec- 
tion 165(a), so as to warrant deductions 
for contributions thereto, under Section 
23(p). Commissioner denied deductions, 
contending that, in operation, trusts did 
not conform to Section 165, because bene- 
fits under plan clearly discriminated in 
favor of employees who were officers and 
shareholders, and because trust device 
was used mainly as means of diverting 
profits, and building up corporate capital 
reserves distributable over period of 
years to shareholder executives, thereby 
avoiding current corporate taxes. 


HELD: Commissioner sustained. Trust 
for executive employees was operated in 
such way that in three years a net profit 
of almost $32,000 resulted, all of which 
in effect constituted a diversion of cor- 
porate profits. At end of 1946 there were 
only two participants in trust, both of 
whom with their wives owned all of the 
Class A stock of the corporation, and 
each owned 15% of Class B stock. On 
other hand, trust for employees was 
operated in such manner that only in- 
come until April 30, 1946 arose from 
the sale of 73 shares of Common B 
stock at a profit of $73. Facts support 
‘Commissioner’s disallowance. H. S. D. 


Co. v. Kavanagh, U. S. D. C., E. D. 
Mich., Sept. 30. 

Wife not proper person to petition for 
estate without court appointment. On 
January 27, 1949, Commissioner sent 
notice to husband and wife advising them 
of deficiency in income tax for 1945. 
Four days later husband died. Within 
three months of receiving notice, wife 
filed petition with Tax Court on behalf 
of herself and husband, stating that hus- 
band had died and that no probate pro- 
ceedings had been taken, nor any admin- 
istrator appointed for his estate. Wife 
verified petition for herself and husband, 
stating that she was proper person to 
sign all necessary and required papers 
for protection of husband’s estate. 


HELD: With respect to husband’s es- 
tate, court did not have the proper party 
petitioner before it. Therefore, as to es- 
tate, proceeding must be dismissed for 
lack of jurisdiction. Under Florida law, 
administration of certain estates may be 
dispensed with when decedent’s estate is 
exempt from creditors. However, it is 
required that petition be filed with Coun- 
ty Judge for entry of order that admin- 
istration of decedent’s estate is unneces- 
sary. Since there was no allegation or 
proof that such order had been entered, 
Tax Court was unable to conclude that 
surviving wife had authority to repre- 
sent decedent’s estate, and to file a peti- 
tion with Tax Court in his. behalf. 
Davison v. Comm., 13 T. C. No. 73 
Oct. 13. 


BUREAU RULINGS 


Basis for gain or loss on sale of life 
estates and remainders. Taxpayer’s hus- 
band died intestate, possessed of 197 
acre farm. By court decree, 80 acres were 
received by taxpayer as a homestead for 
use during her lifetime. In addition, she 
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received outright one-third of the re. 
maining 117 acres. Entire farm was oc- 
cupied by taxpayer until it was sold in 
1945. Inquiry was made of Commissioner 
of Internal Revenue as to treatment for 
Federal income tax purposes of gain 
arising from sale. Commissioner ruled 
that as to outright interest, basis is one- 
third of value of 117 acres on date of 
death of husband. As to life estate, basis 
is value as of date of decedent’s death 
adjusted to time of sale. I.T. 3975. 

Capital gain used to pay charitable 
legacies not deductible under Section 
162(a). Testatrix, who died in October 
1948, devised real property to her trustee 
to pay income therefrom to her brother 
during his lifetime. Upon brother’s death, 
income was to be paid to certain nieces 
and nephews or their issue. Will pro- 
vided that when any property was sold, 
certain legacies were to be paid to speci- 
fied individuals, if living, and to desig- 
nated charitable organizations. Upon 
payment of such legacies, balance of 
trust property was to devolve to nieces 
and nephews or their issue, free of trust. 
Trust was to terminate, in any event, 
upon death of survivor of brother, nieces 
and nephews, and any legacy then un- 
paid was to lapse. 

Inquiry was made of Bureau of In- 
ternal Revenue whether upon sale of 
property at a gain trust was entitled 
to deduction for such part of gain as 
might be distributed to charitable or- 
ganizations. Bureau held that the trust 
is not entitled to deduction under Sec- 
tion 162(a). G.C.M. 26031. 
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Bar Trust Chairmen Named 
The newly appointed chairmen of 
committees of the Probate and Trust 
Law Divisions of the American Bar As- 
sociation’s Section of Real Property, 
Probate and Trust Law are as follows: 
Model Probate Code: Paul E. Basye, 
San Francisco 
Pension and Profit-Sharing Trusts: 
Fred. E. Donaldson, New York 
Probate Courts; Law and Procedure: 
Thomas S. Edmonds, Chicago 
Prudent Man Rule for Trust Invest- 
ments: Frank G. Sayre, Phila- 
delphia 
Standards of Draftsmanship; Wills 
and Trusts: Joseph Trachtman, 
New York 
State and Federal Taxation: 
J. Reidy, New York 
State Legislation affecting Trusts and 
Estates: P. Philip Lacovara, New 
York 
Trust and Probate Decisions: 
Chenoweth, Cleveland 
Trust and Probate Literature: Henry 
H. Benjamin, Chicago 
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CLAIMS — Proceeds Substituted on 
Sale of Realty 
United States—Court of Appeals, 
District of Columbia Circuit 


National Metropolitan Bank of Washington v. 
Stoner, 77 Washington Law Reporter 1201. 


The testatrix conveyed real property 
to her son, Frederick, upon the agree- 
ment that she should have it back if she 
survived him. The Government appropri- 
ated the property and awarded compen- 
sation to Frederick. Frederick died, and 
shortly afterwards his mother died. 


The lower court held that the legatees 
of the mother were entitled to recover 
the amount of the Government award. 
The executors of the son’s estate ap- 
pealed. 


HELD: Affirmed. The District Court’s 
finding that the mother’s claim to the 
land entitled her to the amount of its 
proceeds is supported by substantial evi- 
dence. She did not lose her claim by 
consenting that Frederick’s will be pro- 
bated. 


Co-FIDUCIARIES — Each Charged with 
Knowledge of Acts of Other 


Washington—Supreme Court 
Estate of Sackman, 134 Wash. Dec. 797. 


Harold Phillips filed a petition and 
complaint individually and as co-execu- 
tor of Mrs. Sackman’s estate, alleging 
that he, his father and his uncle were 
named as executors of Mrs. Sackman’s 
will; that the father, being a non-res- 
ident, declined to serve, but that the 
plaintiff and the uncle were appointed 
and qualified as co-executors; that the 
plaintiff was bequeathed $5,000; that 
plaintiff had explicit confidence in his 
father and in his co-executor uncle; that 
unknown to plaintiff, his father and his 
uncle entered into a conspiracy to de- 
fraud plaintiff of his legacy and to dis- 
sipate the estate; that his father and 
uncle improperly conveyed two parcels 
of real estate, and that his uncle arro- 
gated to himself the sole authority to 
administer the estate. 


The plaintiff further alieged (antici- 
pating the Statute of Limitations) that 
the true facts were concealed from him 
and that he learned of the conspiracy 
and fraud within a year and a half of 
bringing the action. The plaintiff sought 
to have the assets marshalled and ad- 
ministered according to law, and a per- 
sonal judgment against his father for 
the amount of his legacy. The court sus- 
tained a demurrer on the grounds that 
the complaint did not state facts suffi- 
cient to constitute a cause of action and 
that the action was not commenced with- 
in the time limited by law. 
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HELD: Affirmed. Although the plain- 
tiff did not participate in the administra- 
tion of the estate after qualifying and 
taking the oath as co-executor, he stood 
idly by while the co-executor dissipated 
the assets. An executor is charged with 
knowledge of what is going on in an 
estate which he has sworn to administer, 
and is bound to know the facts appearing 
in the public records, such as the trans- 
fers of real estate which he alleges were 
made without authority. If the allega- 
tions concerning the misdeeds of plain- 
tiff’s co-executor are true, the plaintiff, 
being himself an executor, was equally 
guilty. Co-executors stand upon equal 
ground and have equal rights and the 
same responsibilities. 


DISTRIBUTION — Determination of 
Date of Required Survivorship and 
“Heirs” 


Pennsylvania—Supreme Court 
Thompson Estate, decided Nov. 14, 1949. 


Settlor, by deed dated in 1903, directed 
his trustee to hold certain stock and pay 
the dividends to his granddaughter for 
life, and after her death to her children. 
As each child attained the age of 21, a 
pro rata share of the stock was to be de- 
livered to that child. If no child attained 
age 21, the stock was to be delivered “to 
my heirs.” Settlor died in 1911 and his 
granddaughter died in 1948. One of the 
granddaughter’s children reached 21 but 
died before her mother. 

At the audit of the trustee’s account 
at the death of the granddaughter, the 
heirs of the deceased child claimed the 
child’s pro rata share of the stock on 
the ground it was a vested, transmissible 
interest. It was also claimed that the 
heirs of settlor as of the date of his 
death, rather than as of the date of 
the granddaughter’s death, were entitled 
to the stock. The lower court rejected 
both claims. 


HELD: Modified and affirmed. The in- 
terest of the child was contingent upon 
her surviving her mother and attaining 
age 21. A gift is implied solely from the 
directions to transfer. As the implied 






gift is inseparable from the direction, -it 
necessarily partakes of the quality of 
the direction. But the gift to the heirs 
of the settlor, if no child reached 21, is 
not in itself a sufficient indication of in- 
tent to rebut the presumption that settlor 
was referring to his heirs at his death 
rather than at the life tenant’s death, 
and, therefore, distribution should be 
made to the heirs-at-law and next of kin 
of settlor, determined as of the date of 
his death. 


DISTRIBUTION — Exclusion from Will 
Does Not Prevent Heir from Tak- 
ing Portion of Lapsed Residue 


Rhode Island—Supreme Court 
Powers v. Powers, 67 A. (2d) 837. 


Testatrix’ will stated that she willed 
and bequeathed nothing to her nephew, 
John Edward Powers, and left all her 
property to a brother. He predeceased 
her without leaving any issue. 


HELD: Since no alternative residuary 
legatee was named, the gift of the residue 
lapsed, and the nephew, although disin- 
herited by the will, takes an intestate 
share. A testator can disinherit an heir 
only by valid disposition of his entire 
estate by will. Mere words of exclusion 
are not sufficient. 


DISTRIBUTION — Requirements for 
Advancements 


California—District Court of Appeal 

Estate of Rawnsley, 94 A. C. A. 426 (Nov. 2, 

1949). 

Mrs. Rawnsley’s will named her hus- 
band and daughter as legatees, but she 
overlooked her daughter Ann, who filed 
a petition claiming one-third of the es- 
tate as a pretermitted heir. The legatees. 
opposed the petition, claiming Ann had 
received various advancements from her 
mother which should be deducted from 
her statutory share of one-third. 


Probate Code Section 1050 provides. 
that a gift before death is not an ad- 
vancement to an heir or an ademption 
of a general legacy unless such intention 
is expressed by the testator in writing 
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or unless the donee acknowledges it in 
writing to be such. 

HELD: Under the statute, the Court 
properly excluded parol evidence that the 
decedent had made advancements to Ann. 


INVESTMENT POWERS — Restriction 
on Sale of Securities During Life- 
time Does Not Apply After Set- 
tlor’s Death 


New York—Supreme Court, New York County 
Matter of Lowman, 92 N. Y. S. (2d) 238. 


The settlor created a trust consisting 
of 100 shares of stock of one corporation, 
reserving the income to himself for life 
and providing that upon his death the 


trust should continue for a second life. 
He further provided that the trustee 
could not sell the stock or reinvest with- 
out his written direction except that if, 
during his lifetime, he should neglect, re- 
fuse or be unable to issue such direc- 
tions, the trustee was authorized, after 
thirty days, to exercise such power in its 
discretion and then it could invest only 
in securities authorized by New York 
law for the investment of trust funds. 


No provision was made as to the 
authority of the trustee to sell or invest 
after the settlor’s death. After the set- 
tlor’s death, the trustee requested the 
court to determine, among other things 
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(1) whether it had power to sell the 
stock and (2) whether it had power to 
reinvest in investments not authorized 
by New York law for trustees. 


HELD: (1) The trustee has an im- 
plied power of sale in a situation such 
as this where there was an apparent in- 
advertent omission of the power. (2) The 
trustee is limited to investments in New 
York “legals.” Authority to invest in 
“non-legals” must be clear; otherwise the 
trustee is limited to investments author. 
ized by law. 


LIFE TENANT & REMAINDERMAN — 
Allocation of Proceeds from Sale 
of Unproductive Property Denied 


Missouri—Supreme Court 


Lang v. Mississippi Valley Trust Company, 223 
S. W. (2d) 404. 


Testatrix, who died in 1896, devised 
the residue of her estate in trust with 
discretionary power to sell and re-invest 
the proceeds. When the trustee died in 
1911, a corporate trustee (defendant 
herein) succeeded by the terms of the 
will but without power to sell real estate. 
Among the productive trust assets in 
1896 was a lot and an eight-story build- 
ing which was leased at a substantial 
rental until 1931. In that year a new 
lease was executed for a forty-nine year 
term, and the new tenant razed the 
building and began the construction of 
a new ten-story building. 

In 1935, this lease was terminated by 
agreement whereby the trustee received 
the steel for the new building, $600,000 
as replacement cost of the old building, 
$300,000 for cancellation of the lease; 
and $260,013.56 representing rental to 
November, 1935, interest on delinquent 
rent, and taxes. From and after 1935, 
the property was unproductive and the 
remaindermen instituted a suit for au- 
thorization to the trustee to sell the 
property, naming the life tenant and the 
trustee as defendants. 

Authority to sell was granted. The 
question of whether income or principal 
should bear the taxes and other expenses 
for the period 1935 to 1942, was raised 
by the life tenant and resolved against 
income by reason of the trust provision 
requiring the trustee to pay out of in- 
come “all taxes, insurance, repairs and 
other charges and expenses upon said 
property or any part thereof, and the 
expenses attending the execution of this 
trust.” 

Subsequently, there was an offer to 
purchase the property for $200,000, and 
in 1946 this proceeding for authorization 
to the trustee to accept the offer was in- 
stituted by the remaindermen, wherein 
the life beneficiary contended that she 
was entitled to be reimbursed for taxes 
and other expenses borne by income since 
1935 under the prior decree of the court, 
and to receive from the proceeds of the 
sale an allowance for loss of income dur- 
ing the period when the property was un- 
productive. 
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The trial court authorized the sale, 
directed reimbursement for taxes and 
other expenses, denied recovery for loss 
of income, and allowed as a charge 
against principal a $5,000 fee to the life 
tenant’s counsel and a $2,500 fee each 
to counsel for the trustee and for the 
remaindermen. Both the life tenant and 
the remaindermen appealed. 

HELD: Judgment reversed as to di- 
recting reimbursement for taxes and 
other expenses and affirmed as to deny- 
ing recovery for loss of income and 
allowing attorneys’ fees. Ordinarily, the 
decision in the prior case would have con- 
clusively decided the question of taxes 
and expenses but the question of alloca- 
tion was not then before the court be- 
cause the land had not been sold, so for 
the purpose of this opinion the Court 
treated the items of taxes and expenses 
and loss of income as though they were 
in the same class, with the issue being 
whether the life beneficiary could com- 
pel allocation. 

Assuming, without deciding, that the 
trust instrument contained no provision 
for or against allocation, the rule of Sec- 
tions 240 and 241, Restatement of Trusts 
(requiring apportionment of the pro- 
ceeds of the delayed sale of unproductive 
property) was inapplicable in this case 
for at least two reasons, neither of which 
was in and of itself determinative. First, 
the successor trustee had no authority 
to sell the property and therefore did 
not have the discretionary power and 
duty contemplated by the rule, nor was 
it equivalent that the trustee could ulti- 
mately obtain authority from a court to 
deviate from the terms of the trust. Sec- 
ond, the property in question was a com- 
paratively small portion of the testa- 
mentary trust estate (about one-fifth), 
with the result that there was no great 
hardship to the life tenant or great in- 
equality between the respective rights of 
the life beneficiary and the remainder- 
men compelling the interposition of a 
court of equity. 

In the “peculiar circumstances” of the 
case, it was equitable that the trust fund 
should bear the expense of fees to all the 
counsel. 


LIFE TENANT & REMAINDERMAN — 
Merger by Assignment of Remain- 
der Interest 


Delaware—Court of Chancery 
Lewes Trust Co. v. Smith, 68 A. (2d) 433. 

Testator devised residue of his estate 
in trust to pay $40 a month to his daugh- 
ter, the remainder of the income to be 
accumulated and paid, free of the trust, 
to the daughter’s son upon the daughter’s 
death. The son assigned all of his inter- 
est to his mother, testator’s daughter. 
The son died, and the trustee seeks in- 
structions. 


HELD: The entire trust fund should 
be paid over immediately to the daugh- 
ter. 
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REVOCATION — Irrevocable Spend- 
thrift Trust Can Be Terminated for 
Mistake 


Pennsylvania—Orphans’ Court—Phila. Co. 
Estate of Flora B. Lewis, settlor, decided June 
28, 1949. 

In 1922 at the age of 51, settlor, a 
widow, created a spendthrift trust of 
her interest in three estates. She re- 
served the income for life and, at her 
death, the income was to be paid to her 
children until the youngest child attained 
21, at which time distribution was to be 
made to the children or the issue of those 
who were then dead. The trust specifically 
provided that it was irrevocable. Settlor 
had a large income from other sources 


in 1945 and subsequent years, but, owing 
to her advanced age and poor state of 
health and obligations she had assumed 
for one of her sons, her expenses plus 
her income taxes exceeded her gross in- 
come, so that in 1949 she owed about 
$25,000 in income taxes, for which a dis- 
traint was made on her interest in this 
trust. 


She petitioned the court to terminate 
the trust, in which she was joined by her 
two children, aged 45 and 50 respectively, 
because a mistake was made in respect 
to irrevocability and because of her dire 
need. A guardian and trustee ad litem 
for living grandchildren and unborn issue 
resisted the petition. The evidence of 
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her inability to stretch $45,000 a year to 
cover her expenses and taxes was clear, 
but the evidence of her lack of under- 
standing of the effect of the irrevocability 
clause was “not too clear.” 


HELD: Revocation decreed. In Penn- 
sylvania, the rule requiring clear proof 
of fraud, accident, or mistake in the re- 
formation of instruments does not apply 
to voluntary trusts, especially those cre- 
ated by women. The absence of a power 
of revocation and the failure of counsel 
to advise upon it are circumstances of 
weight when joined with other circum- 
stances tending to show that the act 
was not done with a deliberate will. 
While there are conflicts among the cases 
and authorities, each case is sui generis. 
The court concluded that it should “look 
leniently upon this aged lady’s unad- 
vised act” in this case. 


SUCCESSOR FIDUCIARY — Resignation 
of Trustee — Allowance of Coun- 
sel Fees Incurred on Accounting 

New York—Supreme Court, New York County 


Matter of Continental Bank & Trust Co., 
N. Y. L. J., Nov. 2, 1949. 


The Continental Bank & Trust Co. ap- 
plied for leave to resign as trustee, for 
judicial settlement of its account, and 
for appointment of a successor trustee. 
It sought to resign because it was in the 
process of voluntary dissolution. Objec- 
tions were filed to the allowance of coun- 
sel fees incurred by the trustee in this 
accounting, on the ground that the ac- 
counting was not required in the ordin- 
ary administration of the trust, and was 
not for the benefit of the trust but was 
solely for the benefit of the trustee. The 
trust was in existence for 17 years at 
the time of the accounting, and one ac- 
count had been rendered during that 
period upon the death of the settlor 
seven years before this proceeding. 
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HELD: The court, in its discretion, 
allowed legal fees incurred by the trus- 
tee in this accounting as an expense of 
its administration of the trust. The court 
pointed out that it must not be assumed 
that legal fees would be allowed in all 
such cases, but because the trustee had 
not made a practice of frequent or indis- 
criminate accountings, and might proper- 
ly have accounted at this time even in 
the absence of its resignation, and the 
trust estate derived some benefit from 
having its accounts approved, the court 
would allow the trustee its counsel fees. 


The trustee waived principal commis- 
sions for distributing the trust fund to 
the successor trustee. The court indicated 
that such commissions would have been 
denied. 


TAXATION — Estate & Inheritance — 
Taxability of Power of Appoint- 
ment Conferred by Will of Non- 
resident 


California—District Court of Appeal 


Estate of Newton, 94 A. C. A. 270 (Oct. 20, 
1949). 


Charles E. Newton, who died in 1921 
a resident of New York, established a 
trust by will under which he gave the 
income to his sons Arthur and Charles 
and conferred a power of appointment 
over one-half of the residue upon the son 
who should die first. Arthur made a will 
in 1930 exercising the power of ap- 
pointment in favor of his wife, later 
becoming a resident of California and 
dying in 1943, Charles surviving him. 
From a decree holding that the property 
covered by the power of appointment was 
not subject to inheritance tax in Cali- 
fornia, the State Controller appeals. 

HELD: Affirmed. Following Estate of 
Bowditch, 189 Cal. 877, 208 P. 282 
(1922), the property subject to the power 
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is not property within the State of Cali. 
fornia within the purview of the Inher. 
itance Tax Act. The Bowditch case not 
being based upon any supposed restric. 
tion in the federal Constitution but de. 
termining the construction only of a state 
law, is not and could not be overruled 
by Graves v. Schmidlapp, 315 U. S. 657 
(1942). Amendments to Inheritance Tax 
Act subsequent to 1922 have not had the 
effect of changing the rule established 
by the Bowditch case. 


TAXATION — Inheritance — Savings 
Accounts in Decedent’s Name Not 
Taxable 


Pennsylvania—Supreme Court 
Dean Estate, decided November 14, 1949. 


Decedent left $33,000 in four savings 
accounts in her name. These were claimed 
by decedent’s son and executor as his own 
personal property. The testimony of 
other children was that the funds had 
been earned by the son and turned over 
to decedent at her insistence and de- 
posited in her name for safekeeping be- 
cause she considered him improvident. It 
also appeared that the son’s income was 
substantially larger than decedent’s, that 
son had had access to the accounts during 
decedent’s lifetime, that he had supported 
her, and that she had not mentioned the 
accounts in her will and had not men- 
tioned the son in her will because she had 
regarded him as having a sufficient estate 
of his own. Another child of decedent con- 
tradicted this testimony to some extent. 

The Commonwealth included the ac- 
counts in the appraisal of the decedent’s 
estate for transfer inheritance tax. On 
appeal, the lower court excluded the ac- 
counts, and at the audit of the executor’s 
account awarded the savings accounts to 
the son. 


HELD: Affirmed. The evidence is suf- 
ficient to overcome the presumption that 
the savings accounts were part of the de- 
cedent’s estate subject to inheritance 
tax. 


WILLs — Construction — Extrinsic 
Evidence Permitted to Broaden 
Class of Beneficiaries 


New Jersey—Superior Court, Chancery Div. 
In re Horton’s Estate, 68 A. (2d) 658. 


Decedent left, as her nearest next of 
kin, four nephews and nieces and eight 
grandnephews and grandnieces of her 
own blood, and three nephews and four- 
teen grandnephews and grandnieces by 
marriage. Her will gave the rest of her 
estate to her executors “to divide the net 
proceeds thereof equally among such of 
my nieces and nephews that shall sur- 
vive me.” She appointed her attorney 
“and my nephew, Melville H. Wescott,” as 
executors. 


It appears that the executor referred 
to as: “my nephew, Melville H. Wes- 
cott,” is in fact a grandnephew of de- 
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cedent’s deceased husband. The executors 
sought instructions on two questions: 
First, did decedent intend that “my 
nephew” (the second executor) share as 
a beneficiary under the residuary clause, 
and secondly, did decedent intend that all 
grandnephews and grandnieces by both 
blood and marriage share in the resid- 
uary estate? 


Affidavits, assented to by all the par- 
ties and attached to the complaint, dis- 
closed that the draftsman of the will 
was told that the testatrix’ next of kin 
consisted of a large number of nieces and 
nephews. She did not want them to be 
individually named in the will, but she 
expressed the desire that all the sur- 
vivors of said nephews and nieces share 
in her estate and she wanted her 
“nephew,” Melville, to be one of the exe- 
cutors. An affidavit further set forth the 
fact that the nephew-executor cared for 
and advised decedent, and had access 
to her safe deposit box, and that. she 
always referred to him as her nephew. 


HELD: A latent ambiguity in a will 
warrants admission of extrinsic evidence 
by way of explanation, to ascertain the 
true intent of the testator at the time of 
execution of will. Facts clearly indicated 
that testatrix did not intend to differen- 
tiate between her relatives and her hus- 
band’s relatives, nor did she desire to 
make any distinction between nephews 
and nieces and grandnephews and grand- 
nieces. 


WILLs — Construction — Remainder 
to Brother’s Children Held Not To 
Include Children Born After Dece- 
dent’s Death 


New York—Surrogate’s Court, New York Co. 
Matter of Martin, N. Y. L. J., Nov. 2, 1949. 


The testator created a trust for the 
benefit of his brother’s children living 
at the time of testator’s death. The will 
further provided that “as each such 
child of my brother, Lawrence N. Mar- 
tin, shall arrive at the age of twenty-one 
(21) years, to pay to said child a part 
of said trust fund, which part shall be 
arrived at by dividing the amount of 
said fund by the number of children of 
said Lawrence N. Martin who shall be 
living at the time the eldest of said chil- 
dren shall have arrived at the age of 
twenty-one (21) years, and paying a like 
share to each other child of said Law- 
rence N. Martin as he or she shall arrive 
at the age of twenty-one (21) years.” 


At testator’s death, his brother had 
two infant children. At the time of this 
proceeding, the brother had three chil- 
dren, the eldest of whom had attained 
majority. The trustees requested a con- 
struction to determine whether the eldest 
child was entitled to one-half or only to 
one-third of the trust fund. 


HELD: The eldest child is entitled to 
one-half. The draftsman of the will did 
not intend to provide for children born 
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after the testator’s death since such pro- 
vision would result in an unlawful sus- 
pension of the power of alienation by re- 
quiring the trust to continue for a life 
not in being at the testator’s death. 


WILLs — Probate — Refusal of Pro- 
bate — Reopening for Further Tes- 
timony 


Washington—Supreme Court 
Miller v. Hall, 134 Wash. Dec. 767. 


Decedent’s sister petitioned for pro- 
bate of decedent’s will. One of the two 
attesting witnesses testified adversely to 
the decedent’s testamentary capacity. 
Only a journal entry was made denying 
the petition. A few months later the pe- 
titioner again sought to probate the will 
and the court ordered the surviving 
spouse, who had been appointed admin- 
istrator, and the two attesting witnesses 
to show cause why the journal entry 
rejecting the will should not be revoked. 
No additional evidence was offered and 
the court entered a formal order denying 
probate. Shortly thereafter, appellant 
filed a third petition for probate to which 
the court sustained a demurrer. The pe- 
titioner appealed from the order sus- 
taining the demurrer. 


HELD: No appeal having been taken 
from the formal order denying probate, 
the matter became res judicata and the 
demurrer to the third petition was prop- 
erly sustained. The journal entry en- 
tered on the first petition was not an 
appealable order. Even after the formal 
order entered on the second petition, the 
court could have reopened the proceed- 
ing for the taking of further testimony 
upon a sufficient showing made in sup- 
port thereof. 

The reopening for further testimony 
was within the sound discretion of the 





trial court. Petitioner having failed to 
make even a prima facie showing for a 
reopening, there was no abuse of the 
court’s discretion. The petitioner’s third 
petition did not come within the will 
contest statute, which may only be in- 
voked by interested persons whose rights 
have not already been determined by 
the court and who appear for the first 
time following the court’s action upon 
the petition for probate. 


A A A 


The U. S. Supreme Court has inval- 
idated a special emergency inheritance 
tax levied by Wisconsin insofar as it is 
measured by tangible property outside 
the state. Treichler v. Wisconsin, Nov. 7. 


CTititins Greetings 


To A LIFE BENEFICIARY WHO 
Is USING PRINCIPAL 


The words that “Santa Clause is here” 
May make you think the way is clear 
To pay you, under the terms of the will, 
An “extra” from the principal till. 

If such your thought, do not forget 
Your recent bills are with us yet. 
“Other expenses,” a “needed car,” 
“Trips for health,” both near and far, 
Last minute bills for everything more, 
Stealthily flipped under our door. 
With this in mind (the corpus too, 

And remaindermen we must see thru) 
We wish you as we legally may 

A cautious “MERRY CHRISTMAS” day. 
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Many Trust Officers and Attorneys are regularly working with Connecticut 
General Life Underwriters in the fields of estate planning, business insur- 


ance, pension trusts and other types of employee pension plans. 


These contacts frequently lead to new business possibilities for a Trust 
Department through the widespread operations of the Connecticut Gen- 


eral Underwriter. 


So, when a card bearing the Connecticut General name is handed to you, 
you will meet both a cooperative planning specialist and a man who may 


bring valuable new business to you. 
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